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Chapter I-Civil Aeronautics Board

[Civl Air Regs., Amdt. 41-10]
PART 41-CERTIFCATiO, AND OPEATION

RuLts FOR SCHEDULED Ama CARRIER
OPRATIoNs OuTsms THE CONTnqENTAL
L TS OF THE UNITED STATES

ELIMINATION OF REQUIRELIENT FOR CERTIFI-
CATION IN TRANSPORT CATEGORY AFTER
DECMER 31, 1953, AND ESTABLISELIENT
OF NONTRANSPORT CATEGORY OPERATING
LIITATIONS
Adopted by the Civil Aeronautics Board

at its office m.Washngton, D. C., on the
23d day of December 1953.

This amendment to Part 41 of the Civil
Air Regulations eliminates the require-
ment for certification in the transport
category after December 31, 1953, and
establishes nontransport category oper-
ating limitations to become effective on
July 17 1954.

Section 41.26 (c) -of Part 41 currently
states that after December 31, 1953, all
aircraft operating under this part shall
comply with the transport category cer-
tification requirements of either Part
4a or 4b and with the operating limita-
tions prescribed in thins part-for trans-
port category airplanes. This require-
ment was intended to remove from the
scheduled air transportation such air-
,craft types as the Douglas DC-3 and
Lockheed L-18 after this date unless
recertificated in the transport category.
This provision was also contained in Part
40 of the Civil Air Regulations. In view
of the safety record of the DC-3 and L-18
and their continued use in scheduled
passenger operation, the Board, in re-
vised part 40, permitted the continued
operation of these airplanes but required
that they comply with certain perform-
ance operating limitations based on the
nontransport category performance lim-
itations that presently appear in Part 42.

In view of the action taken with re-
spect to these airplanes in revised Part
40, this regulation permits operation of
nontransport category airplanes under
Part 41 after December 31, 1953, but at
the same time prescribes the same per-
formance operating limitations that are
prescribed in revised Part 40. Since it
is estimated that the affected air car-

riers will require about sx months to
implement these- operating limitations
for these aircraft, the operating limita-
tions will not become effective until
July 1, 1954. This will permit con-
tinued operation of these aircraf t under
present conditions until that date.

Interested persons have been afforded
an opportunity to participate in the
making of this regulation, and due con-
sideration has been given to all relevant
matter presented. Since this regulation
imposes no immediate additional burden
on any person, it may be made effective
without prior notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
Part 41 of the Civil Air Regulations (14
CFR, Part 41, as amended) effective
immediately-

1. By amending § 41.26 (b) (1) to read
as follows:

(1) Retain their present airworthiness
certification status and meet the re-
quirements of § 41.36 except that until
July 1, 1954, these aircraft may be op.
erated in accordance with such operat-
ing limitations as the Administrator
finds will provide a safe relation between
the performance of the aircraft and the
dimensions of airports and terrain; or

2. By deleting § 41.26 (c)
3. By adding new §§ 41.36, 41.36a,

41.36b, 41.36c, and 41.36d to read as
follows:

§ 41;36 Noniransport categoryj air-
plane operating Uimitdtions. In operat-
ing any nontransport category airplane
in passenger service on or after July 1,
1954, the provisions of §§ 41.36a, through
41.36d shall be complied with, unless de-
viations therefrom are specifically au-
thorized by the Administrator on the
ground-that the special circumstances of
a particular case make a literal observ-
ance of the requirements unnecessary for
safety. Prior to that date such airplanes
shall be operated either in accordance
.with §§ 41.36a through 41.36d or n ac-
cordance with such operating limitations
as the Administrator determines wm
provide a safe relation between the per-
formance of the airplanes and the air-
ports to be used and the areas to be tra-
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versed. Performance data published or
approved by the Administrator for each
such nontransport category airplane
shall be used in determining compliance
with the provisions of §§ 41.36a through
41.36d.

§ 41.36a Take-off limitations. No
take-off shall be made at a weight in
excess of that which will permit the air-
plane to be brought to a safe stop within
the effective length of the runway from
any point during the take-off up to the
time of attaining 105 percent of nm-
mum control speed or 115 percent of the
power-off stalling speed in the take-off
configuration, whichever is the greater.
In applying the requirements of this
section:

(a) It may be assumed that take-off
power is used on all engines during the
acceleration;

(b) Account may be taken of not more
than 50 percent of the reported wind
component along the take-off path if op-
posite to the direction of take-off, and
account shall be taken of not less than
150 percent of the reported wind compo-
nent if in the direction of the take-off;

(c) Account shall be taken of the
average runway gradient when the aver-
age gradient is greater than Y per-
cent. The average runway gradient Is
the difference between the elevations of

FEDERAL REGISTER

the end points of the runway divided by
the total length;

d) It shall be assumed that the air-
plane is operating in the standard
atmosphere.

§ 41.36b En route limitations; one en-
gine inoperative. (a) No take-off shall
be made at a weight in excess of that
which will permit the airplane to climb
at a rate of at least 50 feet per minute
with the critical engine inoperative at an
altitude of at least 1,000 feet above the
elevation of the highest obstacle within
5 miles on, either side of the intended
track or at an altitude of 5,000 feet,
whichever is the higher: Provided, That
in the alternative an air carrier may
utilize a procedure whereby the airplane
is operated at an altitude such that, In
event of an engine failure, the airplane
can clear the obstacles within 5 miles on
either side of the intended track by 1,000
feet, if the air carrier can demonstrate
to the satisfaction of the Administrator
that such a procedure can be used with-
out impairing the safety of operation. If
such a procedure is utilized, the rate of
descent for the appropriate weight and
'altitude shall be assumed to be 50 feet
per minute greater than indicated by the
performance information published or
approved by the Administrator. Before
approving such a procedure, the Admin-
istrator shall take into account, for the
particular route, route segment, or areas
concerned, the reliability of wind and
weather forecasting, the location and
types of aids to navigation, the prevail-
ing weather conditions, particularly the
frequency and amount of turbulence nor-
mally encountered, terrain features, air
tramo control problems, and all other
operational factors which affect the
safety of an operation utilizing such a
procedure.

(b) In applying the requirements of
paragraph (a) of this section, It shall be
assumed that:

(1) The critical engine is inoperative;
(2) The propeller of the Inoperative

engine is in the minimum drag position;
(3) The wing flaps and landing gear

are in the most favorable positions;
(4) The operative engine or engines

are operating at the maximum continu-
ous power available;

(5) The airplane is operating In the
standard atmosphere;

(6) The weight of the airplane is
progressively reduced by the weight of
the anticipated consumption of fuel and
oil.

§ 41.36c Landing distance limitations,
airport of intended destination. No take-
off shall be made at a weight in excess
of that which, allowing for the antici-
pated weight reduction due to consump-
tion of fuel and oil, will permit the
airplane to be brought to a stop within
60 percent of the effective length of the
most suitable runway at the airport of
intended destination.

(a) This weight shall In no Instance
be greater than that permissible If the
landing were to be made:

(1) On the runway with the greatest
effective length in still air, and

(2) On the runway required by the
probable wind, taking into account not
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more than 50 percent of the probable
headwind component and not less than
150 percent of the probable tailwmnd
component.

(b) In applying the requirements of
this section It shall be assumed that:

(1) The airplane passes directly over
the intersection of the obstruction clear-
ance plane and the runway at a height
of 50 feet In a steady gilding approach at
a true indicated air speed of at least
1.3 V,0 ,

(2) The landing Is made in such a
manner that It does not require any
exceptional degree of skill on the part of
the pilot;

(3) The airplane is operating in the
standard atmosphere.

§ 41.36d Landing distance limita-
tions; alternate airports. No airport
shall be designated as an alternate air-
port in a dispatch release unless the air-
plane at the weight anticipated at the
time of arrival at such airport can com-
ply with the requirements of § 41.36c:
Provided, That the airplane can be
brought to rest within 70 percent of the
effective length of the runway.
(Sec. 205,52 Stat. 9&4:49 U.S. C.425. Inter-
pret or apply mwci. C01--01, 52 Stat. 1007-
1010; 49 U. S. C. 551-554)

By the Civil Aeronautics Board.
(SEAL] M1. C. MULLIGA.Ur,

Secretary.
[I. R. Dc. 53-10783; Filed, Dec. 28, 1953;

8:0 a. za]

[Reg. SR-MSSA]
PART 41--C~rnTxarToir Arm OPrAMTrOl

RULEs ron SC EDULED Ant CArim
OPrnATIOnS OUTIE THE CONTIn TAL
Lnms or TnE Unnnn STATES

SPECIAL CIMI AMIR EGULATION; LANDIZIG
WEIGHTS F0o1 NoSNMANSPORT CATEGORY'
AiPLAr nS scEULED OVERSEAS MID
PomuEC PASENGER OpSMATIOr

Adopted by the Civil Aeronautics
Board at its office in Washington, D. C.,
on the 23d day of December 1953.

This Special Civil Air Regulation ex-
tends the provisions of Special Civil Air
Regulation SR-356 until July 1, 1954.

Certain airplanes certificated as a basic
type prior to June 30, 1942, and cur-
rently used In scheduled air carrier pas-
senger operations have at various times
since original certification been allowed
increases In. their maximum certificated
take-off 'and landing weights. The in-
creases have been allowed under the pro-
visions of later adopted airworthine e-
quirements based upon different and
more realistic safety criteria where the
airplanes have been shown to comply
with such requirements for particular
operations.

However, these developments have
not followed a consistent pattern, and
prior to the adoption of SR-356 in 1950,
airplanes of the same basic type were
operated at differing maximum landing
weights. For example, the usual max-
mum landing weight for a Douglas DC-3
(not certificated in the transport cate-
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gory) operated in scheduled passenger
service as 24,400 pounds when operated
n accordance with limitations estab-

lished in the air carrier's operations
-specifications, whereas. the maximum
landing weight for a comparable air-
plane used by an irregular air carrier or
commercial operator is 25,000 pounds
subject, however, to operating limita-
tions provided for in Part 42 of the Civil
Air Regulations.1

The Board was asked by certain sched-
uled air earners to permit operation of
the DC-3 and the Lockheed Model 18 as
nontransport category airplanes at the
landing weights authorized for these
same airplanes in Irregular passenger
service. The Board authorized the -use
of these higher weights for nontransport
category airplanes by SR-356 on the con-
dition that they be operated in accord-
ance with the operating limitations es-
tablished for such airplanes mn Part 42.

Revised Part 40, effective January 1,
1954, prescribes operating rules for
scheduled air carriers engaged in the
carriage of passengers an interstate com-
merce which require these carriers to
operate their nontransport category air-
planes in accordance with requirements
that are similar to those currently pre-
scribed in Part 42 for such airplanes. An
amendment to Part 41, -which -wil be
issued concurrently with this regulation
proposes that the nontransport category
performance operating limitations for
these airplanes be incorporated in Part
41 as of July 1, 1954, thus applying these
rules to scheduled carriers carrying pas-
sengers in overseas and foreign air trans-
portation. In view of the fact that these
airplanese will be able to receive the same
landing weights currently authorized by
SR-356 -when operating an-accordance
with the requirements in revised Part 40
and those proposed for Part 41. it as not
necessary to extend this regulation with
respect to operations under Part 40, or to
extend it with respect to Part 41 after
June 30, 1954. Accordingly, this regu-
lation only extends the provisions of
SR-356 with respect to those operations
under Part 41, scheduled service in over-
seas and foreign air transportation, until
July 1, 1954. After that date SR-356
will not be necessary and it is not in-
,tended that elimination of this rule
operate to affect the weights of- aircraft
previously established under SR-356.

Interested persons have been afforded
an opportunity to participate in the
making of this regulation, and due con-
sideration has been given to all relevant
matter presented. Since this regulation
imposes no additional burden on any
person, it may be made effective without
prior notice.

1 The DC-3 Is also eligible and Is being
operated at a maximum certificated takeoff
weight of 26,200 pounds and a maximum
certificated landing weight if 26.000 -pounds
1n accordance with transport category per-
formance rules. The DC-- when used for
the carriage of cargo only is eligible -and is
being operated at maximuni certificated
take-off and landing weights as higha s 26,900
pounds. Furthermore, corresponding llmi-
tary versions of the DC-3 have been operated
at maximum weights in excess of 30,000
pounds.
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In consideration of the foregoing the
Civil Aeronautics Board makes and pro-
mulgates the following Special Civil Air
Regulation, effective January 1,1954.

Contrary provisions of the Civil Air
Regulations notwithstanding, an air-
plane type certificated prior to June 30,
1942,may be used for-the carriage of per-
sons in scheduled overseas and foreign
air transportation at a maximum land-
ing weight not exceeding its maximum
certificated take-off weight for passenger
service: Provided, That such landing
weight does not exceed the weight for
which the structure has been substanti-
ated in accordance with the structural
requirements upon which the original
certification was based: Provzded further
That the airplane is operated in accord-
ance with the operating limitations pre-
scribed m Part 42 of the Civil Air Reg-
ulations as heretofore or hereafter
amended, for aircraft not certificated in
the transport category: And provided
further That if an air carrier elects to
operate aircraft under the provisions of
this Special Civil Air Regulation it shall
be required that all of its aircraft of the
same or related types be operated there-
under.

This Special Civil Mr Regulation shall
supersede Special Civil Air Regulation
SR-356 and terminate on June 30, 1954,
unless sooner rescinded or superseded by
the Board.
(See. 205, 52 Stat. 984; 49 1. S. C. 425. In-
terprets -or npplies sees. 601, 604, 52 Stat.
1007, 1010; -49 U. S. C. 551, 554)

By the Civil Aeronautics Board.
lSEALI M. C. MULLIGAN,

Secretary.
IF. R. Dc. 53-10786, Piled, Dec. 28, 1953;

8:50 a. m.]

[Reg. SR-3913]
PART 42--REE GTIIAR AIR CARIER AN

OF-RoUTE RULEs
SPECIAL CIVIL AIR REGULATION; EXTENSION

OF DATE FOR APPLICATION OF TRANSPORT
,CATEGORY PERFORMANCE REQUIREMENTS
TO C-46 TYPE AIRPLANE

Adopted by the Civil Aeronautics Board
at its Dfice in Washington, D. C., on the
23d day of December 1953.

Special Civil Air.Regulation SR-391
permits operators of C-46 type aircraft
used in the cariage of passengers to
operate at a maximum certificated take-
off weight of 44,300 pounds except for
those airplanes having a -certain type
propeller which are allowed an additional
1,000 -pounds. Special Civil Air Regu-
lation SR-391 permits such operation
only until January 1, 1954.

For the past several years it has been
anticipated that afterDecember 31,1953,
all airplanes used in irregular passenger
operationshall comply with the transport
category requirements of Parts 4a or 4b
and with transport category operating
linitations. This provision, which was
identical -to provisions n Parts 40 and
41 of the Civil Air Regulations, was in-
tended to require nontransport category
airplanes,,principally the Douglas DC-3,
the Lockheed L-18, and the Curtiss C-46,

to comply with stricter requirement5
than those now in effect for passenger
operations pursuant to Part 42. In the
case of the C-46, these operations are
further limited by Special Civil Air Reg-
ulationSR-391 which temporarily estab-
lishes a maximum certificated weight for
this airplane of 44,300 pounds with an
additional 1,000 pounds for those air-
planes having certain type propellers.

Tests are currently being conducted
with the C-46. incorporating certain
modifications which are designed to m-
prove performance and the general
safety of operation. These tests are be-
mg conducted by the Aircraft Engineer-
ing Foundation, representing the C-40
operators, which has requested that the
Board extend the present applicable
regulations until June 30, 1954. It is
stated that these tests will be completed
soon and that -the results will be pre-
sented -to the Civil Aeronautics Adminis-
tratlon for appraisal In the early part of
1954. In consideration of the foregoing,
SR-391 is being extended to not later
than March 31, 1954; which, in view of
the ample notice which has been given
for consideration by the Industry of the
factors involved In the continued uWe of
nontransport category airplanes In pas-
senger operations, should constitute
sufficient time for presentation to and
consideration by the Board of the neces-
sary data derived from the tests.

Interested persons have been afforded
an opportunity to participate in the
making of this regulation, and due con-
sideration has been given to all the
relevant matter presented. Since this
regulation imposes no additional burden
on any person, it may be made effective
without prior notice.

In consideration of the foregoing the
Civil Aeronautics Board hereby amends
Special Civil Air Regulation SR-301, ef-
fective Immediately-

By amending paragraph 1 of Special
Civil Air Regulation SR-391 by deleting
the date "January 1, 1954" and insert-
ing In lieu thereof the date "April 1,
1954".
(Sec. 205, 52 Stat. 984; 49 U. S, 0. 426. In-
-terprets or applies sees. 601, 604, 62 Stat,
1007, 1010; 49 U. S. C. 551, 554)

By the Civil Aeronautics Board.

[SEAL] .M. C. MULLIGxAN~,
Secretary.

[F. M. Doc. 3-10787; 7'iled, Dec. 28, 1953;
8:50 a. m.]

[Civil Air Reg., Amdt. 42-191
PART 42-InouLAn Am CAnnicn AND

-Orr-RouTE RuLEs
EXTENSION OF DATE FOR IlEQUIREMEWNT OV

APPROVED TYPE RADIO EQUIPMIENT

Adopted by the Civil Aeronautics
Board at Its office in Washington, D. 0,,
on the 23d day of December 1953,

This amendment to Part 42 of the Civil
Air Regulations extends the date by
which approved type radio equipment
must be Installed in airplanes used In
operations conducted under Part 42,

Part 42 requires that after December
31, 1953, radio equipment used in largo
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airplanes operated underthis .Part shall
be of an approved type. This require-
ment was adopted in August 1951, and
thus allowed two years for the type cer-
tification of equipment then being used
by many carriers operating under this
part. Although the Civil Aeronautics
Adminition and industry groups have
been working on the type certification of
this equipment for some time, it is not
expected that this will be completed until
early in 1954. The Board has been re-
quested, therefore, to extend the date by
which the requirement for approved
radio equipment must be met. In view
of the fact that an extension of the date
by which nontransport category air-
planes must comply with transport cate-
gory requirements is being granted until
,March 31, 1954, the Board has deter-
mined that the requirement that large
airplanes operating under Part 42 be
equipped with approved type radio
equipment should also be extended to
that date. This will permit sufficient
time for the type certification of the
equipment used by many operators con-
ducting operations under this part.

Since this amendment imposes no ad-
ditional burden on any person, it may be
made effective without prior notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
Part 42 of the Civil Air Regulations (14
CPR Part 42, as amended) effective im-
mediately,

By amending § 42.23 by deleting the
date "December 31, 1953" and nserting
in lieu thereof the date "March 31, 1954"
(See. 205,52 Stat. 984; 49 U. S. C. 425. Inter-
prets or applies secs, 601, 603, 52 Stat. 1007,
1009; 49 U. S. C. 551,553)

By the Civil Aeronautics Board.
ESEAL] M. C. MULLIGAN,

Secretary.
[1. R. Doe. 53-10784; Filed, Dec. 28, 1953;

8:50 a. in.]

[Civil Air Begs, Amdt. 42-201
PART 42--IREGOLAR Am CARRIER AND OFF-

ROOTE RULES
EXTENSION OP DATE REQUIRING NONTRANS-

PORT CATEGORY AIRPLANES USED IN-
PASSENGER OPERATIONS TO COMPLY WIT
STANDARDS OTHER THAN THOSE CUR-
RENTLY IN EFFE T

Adopted by the Civil Aeronautics
Board at its office in Washington, D. C,
on the 23d day of December 1953.

This amendment to Part 42 of the Civil
Air Regulations extends the date by
which nontransport category airplanes
must comply with transport -category
rules.

Section 42.15 (c) for the past several
years has stated that after December 31,
1953, all airplanes used in irregular pas-
senger operation shall comply with the
transport category requirements of Parts
4a or 4b and with transport category
operating limitations. This provision,
which was identical to provisions in
Parts 40 and 41 of the Civil Air Regula-
tions, was intended to require nontrans-
port category airplanes, principally the
Douglas DC-3, the Lockheed L-18, and
the Curtiss C-46, to comply with stricter
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requirements than those now in effect for
passenger operations pursuant toPart 42.
In the case of the C-40, these operations
are further limited by Special Civil Air
Regulation SR-391, which temporarily
establishes a maximum certificated
weight for this airplane of 44.300 pounds
with an additional 1.000 pounds for those
airplanes having certain type propellers.

Tests are currently being conducted
with the C-46. incorporating certain
modifications which are designed to im-
prove performance and the general
safety of operation. These tests are be-
ing conducted by the Aircraft Engineer-
ing Foundation, representing the C-46
operators, who have requested that the
Board extend the present applicable reg-
ulations until June 30, 1954. It is stated
that these tests will be completed soon
and that the results will be presented to
the Civil Aeronautics Administration for
appraisal in the early part of 1954. In
consideration of the foregoing, the com-
pliance date in Part 42 Is being extended
to not later than March 31, 1954; which,
in view of the ample notice which has
been given for consideration by the in-
dustry of the factors involved in the con-
tinued use of nontransport category air-
planes in passenger operations, should
constitute sufficient time for presenta-
tion to and consideration by the Board
of the necessary data derived from the
tests.

Interested persons have been afforded
an opportunity to participate in the mak-
ng of this amendment, and due con-

sideration has been given to all the rele-
vant matter presented. Since this
amendment imposes no additional bur-
den on any person, it may be made effec-
tive without prior notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
Part 42 of the Civil Air Regulations (14
CFR Part 42, as amended) effective
immediately-

By amending § 42.15 (a) by deleting
the date "December 31, 1953" and In-
serting in lieu thereof the date 'March
31, 1954",
(See. 205; 52 Stat. 984; 49 U. S. C. 425. Inter-
prets or applies sees. 601, 604; 52 Stat. 1007,
1010; 49 U. S. C. 551, 554)

By the Civil Aeronautics Board.
[SEAl] At C. MULLIGAN,

Secretary.
[P. n. Doe. 53-10785; Filed, Dcc. 28, 1953;

8:50 a. mn]

[Reg. No. PP-23]

PART 302-RULms or PRcACcE Ir
EcoXoMc PROCEEDNGS

REDESIGNATION OF THE OFFICE OP
ENFORCErl=

Adopted by the Civil Aeronautics
Board at Its office in Washington, D. C.,
on the 22d day of December 1953.

Effective November 23, 1953, the Office
of Enforcement of the Civil Aeronautics
Board was redesignated and renamed
the Office of Compliance. Accordingly,
it is appropriate to amend the rules of
practice of the Civil Aeronautics Board
to reflect this change by referring therein
to the "Office of Compliance" and "Com-
plance Attorney" rather than "Office of
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Enforcement" and "Enforcement Attor-
ney"

Since this amendment is not a sub-
stantive rule but one of agency organiza-
tion and procedure, notice and public
procedure hereon are unnecessary and
the amendment may be made effective
upon lezs than 30 days! notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
Part 302 of the Procedural Regulations
(14 CPR 302) as follows:

1. By Substituting the term "Office of
Compliance" for "Office of Enforce-
men," In §§ 302.201, 302.203, 302.205,
302.200 (a) (b) and (c) and § 302.215.

2. By substituting the term "Compli-
ance Attorney" for "Enforcement Attor-
ney" in §§ 302.9, 302.28, 302.30, 302.205
and 302.210.
(See. 203; 52 Stat. 94: 49 U. S. C. 425. In-
terpret or apply § 1001; 52 Stat. 1017; 49
U. 1. C. 641)

By the Civil Aeronautics Board.
[SEAL] M. C. MULL~IAN,

Secretary.
[P. R. Doc. 53-10782; Filed, Dec. 28, 1953;

8:60 a. =.]

TITLE 7-AGRICULTURE
Chapter Viii-Production and Market-

ing Administration (Sugar Branch),
Department of Agriculture

.r . [Sugar Reg. 811]

PAnT 811--COirrrnmrTr SUGA REQUIRE-
znTs MmND ArEA QUOTAS

REQI E UTS AND QUOTAS roR 1954
Correctim

In rederal Register Document 53-
10487. published at page 8257 of the issue
for Thursday, December 17,1953, the fol-
lowing change Is made:

In § 811.65 (b) (2) the headnote of
the list (corrected erroneously at 18 P. R.
8563) should read: "Dfrect-consumption.,
sugar, pounds, raw zalue'

TITLE 20-EMPLOYEES'
- BENEFITS

Chapter lll-Bureaur of Old-Age and
Survivors Insurance, Social Security
Administration, Department of
Health, Education, and Welfare

[Regulationz 4. further amended]

PART 404-FEArRL OLD-AGE AND
Sunvivons IsNSMIcn (1950--),

WIAGE IEonTS AND CoNTaMUTIN REToEis
Section 404.1250 of Regulations No. 4,

as amended (20 CPR, 1952 Supp.,
404.1250), Is amended by adding a new
paragraph (c) to read:

§ 404.1250 Wage reports and contrz-
bution returns . * *

Cc) Filing o1 wage reports and contr-
bution returns with directors of internal
revenue. (1) Where a State or any of its
political subdivisions has in its employ
Individuals performing services for the
State or a, political subdivision of the
State as members of a coverage group
included under an agreement and such
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Individuals also regularly perform serv-
ices identical in nature in the employ of
employers who are subject to the provi-
sions of subchapter A or E of chapter 9
of the Internal Revenue Code 'with re--
spect to the wages paid by such employ-
ers for such services to such individuals,
and where, with the approval of the Ii-
ternal Revenue Service,, the payment of
the taxes and the filing of information
returns required of employers under sub-
chapter A or E of chapter 9 of the In-
ternal Revenue Code are made for all
such employers by an agent appointed
by them, such State may, with respect to
such individuals, elect'to permit the agent
of such employers to file tax and infor-
mation returns with, and to make pay-
ment thereon to, a director of internal
revenue in the manner and according
,to the conditions prescribed in regula-
tions of the Internal Revenue Service
relating to the employees' tax and the
employers' .tax under subchapter A or E
of chapter 9 of the -Internal Revenue
Code.

(2) Where the Secretary has been
furnished with written evidence to the
effect that a State has made such an
election and that the Commissioner of
Internal Revenue has agreed to permit
a director of internal revenue to accept
and receive such contribution and n-
formation returns and payment of con-
tributions, the filing of such tax and
information returns with, and the pay-
ment of such contributions to, the direc-
tor shall be deemed to be compliance
with the requirements imposed upon
the State by paragraph -4a) of this sec-
tion, except that nothing contained in
this paragraph shall relieve any such
State of its -obligations and responsi-
bilities under -its agreement and the
regulations in this subpart relative to its
liability for the payments required un-
der its agreement.
(See. 205, 49 Stat. 624, as amended, see. 1102,
49 Stat. 647, see. 21. 64 Stat. 514 42 -u. S. v.
405, 418, 1302. Interprets or applies sec.
218, 64 Stat. 514, 42 U. S.-C. 418)

Dated: December 21, 1953.
[SEAL] JOHN W. TRAaURG,
Commzsszoner of Soczal Security.

Approved. December 22, 1953.

EL Non A. ROCKEFELLER,
Acting Secretary.

[F. nR. Dec. 53-10759; -Fled, Dec. 28, 1953;

TITLE 22-FOREIGN RELATIONS

Chapter I-Department of 'Stale
[Dept. Reg. 108.20B]

PART 44-VISAS: DOCUMNATION OF I=I-
GRANTS UNDER WTHE REFUGEE RELIEF ACT
OF 1953
AMENDMENTS TO REFUGEE MEGULATIONS

Part 44, Chapter I, Title 22 of the Code
of Federal Regulations, is hereby amend-
ed as follows:

1. Paragraph (a) Submzssion of assur-
ances, of § 44.3, Assurance of employ-
ment, houszng, -and against lecoming a
public charge, is amended to read as
follows:

RULES AND REGULATIONS

(a) Submzsson of assurances. The
assurance required by section 7 (a) of
the act relating to employment, housing,
and against becoming -a public charge
shall be given in writing by a responsible
citizen or citizens of the United States.
The assurance shall-be (1) in such form
and content as shall be prescribed by
the Administrator- -2) accompanied by
such documentary evidence as may be
required by-written instructions attached
thereto; and (3) forwarded in triplicate
to the-Director of the Visa Office, Depart-
ment of State, Washington 25, D. C. An
assurance shall be the personal obliga-
tion of the individual citizen or citizens
signing it. Several citizens may give in-
dividual assurances to cover the mem-
bers of a family. Assurances which do
not specifically identify the prospective
employment and housing accommoda-
tion shall be considered blanket assur-
ances and shall not be considered as
meeting the requirements of section '1
of the act. The following assurance
forms shall be used exclusively and may
be obtained from the Visa Office of the
Department of State, from any District
-Office of the Immigration and Naturali-
zation Service,,or from any voluntary or
other recognized agency -which performs
services in connection -with the immigra-
tion, settlement, or welfare of aliens:

Form DSH I-Assurance by an individual
sponsor for named alien.

Form DSP. 2-Assurance by more than one
sponsor for named alien.

Form DSR 3-Assurance by an individual
sponsor for alien nominated by agent.

Form DSR 4-Assurance by more than one
sponsor lor alien nominated by agent.

2. Paragraph (f) Procedure -in case of
unknown alien, of § 44.3, Assurance of
employment, 7souszng, and agaznst be-
coming z -public charge, is amended to
read as follows:

(f) Procedure zn case of unknown
alien. A United ZStates citizen who de-
sres to sponsor an unknown alien shall.
-execute Form DSR-3 (Form DSR-4 if
more than one sponsor) in an original
and four copies and, in his discretion,
may designate therein an individual or
-public -or -private agency or organization
as his agent for the purpose of nomi-
nating the alien beneficiary of the as-
surance in accordance with its specifi-
cations. The original and three signed
copies of the .assurance shall be trans-
mitted by the sponsor to the designated
agent. At such time as an alien bene-
ficiary has been nominated and the
"Statement by Agent" annexed to the
assurance form, has been -properly com-
pleted by the agent, including the name
of the nominated alien, the original and
two signed copies of the assurance shall
be forwarded to the Director of the Visa
Office, Department of State, Washing-
ton 25, D. C. The nssurance shall be
accompanied by such documentary evi-
dence as the attached instructions may
require.

3. Paragraph (a) Assurance of adop-
tion and proper care, of § 44.4, Eligible
orphans, is amended to read as follows:

(a) Assurance -of adoption and proper
care. The assurance of adoption and
-proper care required by section 5 (b)
,of the act in the -case of an orphan to

be adopted in the United States shall
be given in writing jointly by the adop-
tive United States citizen -and spouse,
and forwarded in triplicate (original and
two signed copies) to the Director of the
Visa Office, Department of State, Wash-
ington 25, D. C. Form DSR-5 shall be
used in the case of an orphan lnown to
the adoptive parents. Form DSR-6
shall be used In the case of an orphan
to be selected by a designated agency,
An assurance of adoption and proper
care shall provide such information ana
be accompanied by such documentary
evidence as may be required to satisfy
the Administrator and the consular of-
ficer that (1) proper care will be provided
the orphan in conformity with standards
established by an appropriate publio
agency of the State In which the orphan
will reside, (2) appropriate proceedings
for the adoption of such orphan in the
United States will be Initiated and com-
pleted as soon as possible In accordane
with the applicable State law, -(3) no
legal obstacle to a lawful adoption Is
known or believed to exist under the laws
of the State of prospective adoption, (4)
permission to bring the orphan into the
State of prospective adoption has been
obtained from the appropriate State
agency, if such permission Is necessary,
(5) -the orphan has been irrevocably re-
leased in writing for emigration and
adoption 3n accordance with the law
governing the relinquishment of a child
for adoption in the country of the or-
phan's residence and the release Is
deemed acceptable to the court of pro-
.spective adoption, (6) a satisfactory
investigation of the proposed adoptive
home and parents las been made by a
local child-care agency xecognized by
the State in which the orphan will reside,
which investigation shall be compatible
with the requirements, procedures and
practices of the appropriate State wel-
fare agency, (7) a satisfactory Investi-
gation In the country of the orphan's
residence has been made by a qualified
welfare agency concerning the orphan's
mental and physical health, family back-
ground and other pertinent matters, and
(8) arrangements have been made with
an appropriate local agency or any other
local child-care agency for the super-
vision of the orphan pending his legal
adoption, and, in the event the adoption
petition is domed by the court, for the
assumption by such agency of responsi-
bility for the care and resettlement of
the orphan.

4. Paragraph (b) AfJldavit by social
welfare agency, of § 44.4 Eligible orphans,
is amended to read as follows:

(b) Statement by social welfare
,agency. Every assurance of adoption
and proper care given for an eligible
orphan shall be a named assurance and
shall be accompanied by a statement
signed by a responsible officer of a na-
tional or other social welfare agency,
recognized for such purpose by the Ad-
innistrator, attesting to the authenticity
and bona -fides of the assurance, which
statement shall be considered by the
Administrator as a confirmation that the
requirements and conditions, specified In
paragraph (a) of this section, have been
satisfied. The United States citizen and
spouse who execute an assurance of
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adoption and proper care shall designate
therein a recognized social welfare
agency to, provide the necessary state-
ment. It shall be incumbent upon such
agency to report to the appropriate State
Department of Welfare whenever an eli-
gible orphan is to be placed within the
State, and to indicate inthe report what
local agency will assume responsibility
for the supervsion of the orphan pend-
ing his or her legal adoption.

5. Paragraph (c) Procedure in case of
unknown orphan, of § 44.4, Eligible or-
phans, is amended to read as follows:

(c) Pr~cedure in case of unknown or-
phan. In-the case of an orphan who is
not known to the adoptive parents, the
United States citizen and spouse shall
execute Form DSR--6 m an original and
four copies and shall authorize therein
the designated social welfare agency to
act as their agent in the selection of an
eligible orphan in accordance with the
specifications of the assurance. The
original of the assurance and three
signed copies thereof shall -be trans-
mitted by the adoptive parents to the
designated agency. At such time as an
eligible orphan has been selected and the
requred statement has been executed by
a responsible officer of the designated
agency, the complete file in the case, in-
cluding the original and two signed cop-
ies of the assurance, shall be forwarded
to the Director of the Visa Office, De-
partment of State, Washington 25, D. C.

'6. Paragraph (e) Procedure in case of

orphan adopted abroad, of § 44.4, Eli-
gi~be orphans, is amended to read as
follows:

(e) Procedure in case of orphan
adopted abroad. In the case of an or-
phan who has been adopted abroad, the
adoptive United States citizen and
spouse- shall execute Form DSR-5 only
to the extent required in such form, and
if residing abroad, may submit the orig-
3nal and one signed copy thereof di-
rectly to the consular officer to whom
an application for an immigrant visa
will be made in behalf of such orphan.
In the event the adoptive parents of an
orphan adopted abroad are residing in
the United States, the executed Form
DSR-5 shall be submitted in triplicate
(original and two signed copies) to the
Director of the Visa Office, Department
of State, Washington 25, D. C.
(Sec. 4, 63 Stat. 111; 5 U. S. C. 151c)

The regulations contained in this or-
der shaU become effective upon publica-
tion in the FmERAL REGisTER. The pro-
visions of section 4 of the Administra-
tive Procedure Act (60 Stat. 238; 5
U. S. C. 1003) relative to notice of pro-
posed rule making and delayed effective
date are inapplicable to this order be-
cause the regulations contained therein
involve foreign affairs functions of the
United States.

Dated: December 21, 1953.

ScOTT McLoD,
Administrator Bureau of Secu-

rity, Consular Affairs, and
Personnel.

IF. R. Doc. 53-10755; Tiled, Dec. 28,-1953;
8:47 a. m.]
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TITLE 32A-NATIONAL DEFENSE,
APPENDIX

Chapter XXI-Defense Rental Areas
Division, Office of Defense Mobili-
zation
[Rent Reg. I, Amdt. 170 to Schedule A]
[Rent Reg. 2, Amdt. 168 to Schedule A]

RR, 1-Hous=n'
RR 2-Rooms

ScHEDuLE A-DE-MNSE-RNTAL AREAS
TEXAS

Effective December 29,1953. Rent Reg-
ulation 1 and Rent Regulation 2 are
amended so that the item of Schedule A
indicated below reads as set forth below.
(See. 204, 61 Stat. 197, as amended; 50 U. S. 0.
App. Sup. 1894)

Issued this 23d day of December 1953.
GLENWOOD J. SHERRARD,

Director
Defense Rental Areas Division.

(312) [Revoked and dtcontrplled.]
These amendments decontrol the fol-

lowing Defense-Rental Area, on the ini-
tiative of the Director. Defense Rental
Areas Division. Office of Defense Mlobill-
zation, under section 204 (c) of the act:
Del Rio (Texas) Defense-Rental Area.

[P. n. Doe. 53-10731; Flied, Dec. 28. 1053;.
8:45 a. m.]

[Rent neg. 3, Amdt. 160 to Schedule A]
[Rent Reg. 4, Amdt. 104 to Schedule A]

Rn 3-HOTELS
R 4-MOTOa COURTS

SCHEDULE A-DEFENSE-RENTAL AnrAs
TEXAS

Effective December 29,1953, Rent Reg-
ulation 3 and Rent Regulation 4 are
amended so that the item of Schedule A
indicated below reads as set forth below.
(Sec. 204,61 Stat. 197. as amended; 50 U. S. C.
App. Sup. 1894)

Issued this 23d day of December 1953.
GLENWOOD J. SHER11ARD,

Director,
Defense Rental Areas Division,

(312) [Revoked and decontrolled.]
These amendments decontrol the fol-

lowing Defense-Rental Area, on the ini-
tiative of the Director, Defense Rental
Areas Division, Office of Defense Mobili-
zation, under section 204 (c) of the act:
Del Rio (Texas) Defense-Rental Area.

[F. R. Doc. 53-10732; fried. Dec. 28, 1953;
8:45 a. =L]

TITLE 26-INTERNAL REVENUE
Chapter [-Internal Revenue Service,

Department of the Treasury

Subchapter C-Miscellancous Exciso Taxes
[Regulations 20]

PART 194-WHoLEsAxs AND RETAI
DEALERs za LIQUORS

Preamble. 1. These regulations 'Reg-
ulations 20, Wholesale and Retail Deal-
ers in Liquors" (26 CFR, Part 194). are a
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republication of Reg-ulations 20,1940 edi-
tion (26 CFR, Part 194) as amended to
date by approved Treasury decisions.

2. These rezulations, except for the re-
vision of one section to conform with the
delegation of authority made in IR-
Mimeograph No. 232. dated July 6, 1953,
consist only of previously approved
material but the text has been re-
arranged and renumbered to conform to
the Federal Register Regulations (13
P. R. 5929).

3. This republication of these regula-
tions shall not affect or limit any act
done or any liability previously incurred,
or any suit. action or proceeding had or
commenced in any civil, administrative,
or criminal cause anti proceeding prior
to the date of republication, nor shall
this republication release, acquit, affect,
or limit any offense committed in viola-
ton of these regulations prior to repub-
lication, or any penalty, liability or for-
feiture incurred prior to such date.

4. Itis found that compliance with the
notice and public rule-maling procedure
of section 4 (a) and the effective date
limitations of section 4 (c) of the Admin-
istrative Procedure Act (5 U. S. C. 1001,
et seq.) is unnecessary in connection
with the republication of the regulations
in this part for the reason that the
changes made relate merely to form and
not substance.
See.
104.0 Statutory provlons.
194.0-1 Departmental regulations.
194.-2 Stamps for containers of distlled

spirits.
194.0-3 Signs of distillers. rectifiers, and

wholsale liquor dealers.
194.0-4 Books or rectiliers and wholesale

dealers.
194.0-5 3xemptlon of States from provi-

clons of sectlon 2857.
104.0-6 Lmimtation on purchases by rec-

tlillers and dealers.
194.0-7 Regulation of traffic in containers

of distilled splrits.
194.0-8 Txemptlon of Industrial alcohol

plants and waehouses from cer-
tain laws.

194.0-9 Taxabilty of denatured alcohol or
articles produced. transferred,
us ed, or sold in violation of law
or regulations.

194.0-10 Penalties and forfeitures.
194.0-11 Tax.
194.0-12 Cajual cale.
194.0-13 Retail liquor dealerz" records.
194.0-14 Penalties and forfeitures for non-

payment of special tax.
194.0-15 DefinItions.
194.0-16 Liability in case of business in

more than one location.
194.-17 Reglstration.
194.0-18 Payment of tax.
194.0-19 Returns.
194.0-20 Stamps.
19-.-21 Penalties relating to posting of

epAclal tax stamp.
194.-22 LIst of special-taxpayers for pub-

ile inspection.
194.0-23 Application of State lavs.
194.0-24 Liability of partners.
104.0-25 Liability in case of business in

more than one location.
194.0-26 Liability in case of different busi-

ne--ss or same ownership and
location.

194.0-27 Liability in case of death or change
of location.

194.0-28 Establlshment and alteration.
194.0-29 Redemption or stamps.
104.0-30 Period of llmitatlon upon refunds

and credits.
194.0-31 Entry of premlses for examination

of taxable objects.
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Sec.
194.0-32 Returns executed by Commissioner

or Collector.
194.0-33 Extension of time for filing re-

turns.
194.0-34 Payment -by check and money or-

ders.
194.0-35 Receipts for taxes.
194.0-30 Authority- to make abatements,

credits, and refunds.
194.0-37 Rules and regulations.
194.0-38 Verification of returns; penalties

of perjury. -

Subpart A-Scope of Regulations

194.1 Wholesale and retail dealers in
liquors.

194.2 Territorial extent.

Subpart B-Definitions

194.5 M~eaning of terms.
194.6 Assistant Regional Commissioner.
194.1 Commissioner.
194.8 District Director.
194.9 Fiscal year.
194.10 Gallon.
194.11 I. H. C.
194.12 Person.
194.13 U. S. C.

Subpart C-Special Taxes

194C20 Basis of tax.
194.21 Agents and auctioneers.
194.22 Selling or offering for sale.
194.23 Single sale.
194.24 Brokers or agents.
194.25 Classification of alcoholic liquors.
194.26 Retail dealers in liquors--persons

liable.
194.27 Lawful sales by retail dealer In

liquors.
194.28 Wholesale salesiby retail dealer in

liquors.
194.29 Wholesale dealers in liquors--per-

sons liable.
194.30 Retail sales by wholesale dealers in

liquors.
194.31 Retail dealers in malt liquors--per-

sons liable.
194.32 Wholesale sales by retail dealers in

malt liquors.
194.33 Retail dealer in malt liquors selling

other classes of alcoholic liquors.
194.34 Wholesale dealers in malt liquors-

persons liable.
194.35 Retail sales by wholesale dealers in

malt liquors.
194.36 Wholesale dealer in malt liquors

selling other classes of alcoholic
liquors.

194.37 Sales to members by clubs or similar
prganizations.

194.38 Club or similar organizations ac-
cepting orders from members.

194.39 Bar conducted by club or similar
organization at outings.

194.40 Purchases by club or similar organ-
ization for members.

194.41 Restaurants serving liquors with
meals.

194.42 Hospitals.
194.43 States, counties, and municipalities.
194.44 Sales In violation of State law.
194.45 Sales of denatured alcohol or arti-

cles.
194.45 Sales by agencies and instrumentall.

ties of the United States.
194.47 Warehouse receipts covering spirits.
194.48 Single sale of warehouse receipts by

an investor.

Lmm SPE cIL TAx

194.49 Sales of wines and malt liquors at
fairs, picnics and similar enter-
tainments.

194.50 Persons who-may not procure lim-
ited special tax stamps.

194.51 Change of location.

Subpart D--Places Subject to Special Tax
194.60 Each place of business taxable.
194.61 Place of sale.

RULES, AND- REGULATIONS

SeC.
194.62 Place of offering for sale.
194.63 Place of storage.
194.64 Caterers.
194.65 Peddling.

SALES AT Two on MORE BAS ON ox SA
PRaISES

194.66 Two or more bars -with intercom-
munication.

194.67 Two or more bars without inter-
communication.

194.68 Segregated establishment.
194.69 Hotel, ball park, race track, etc.

sales throughout the premises.
194.70 Hotel, ball park, race track, etc.,

sales confined to limited area.

Subpart E-Each Business Taxable

194.80 Different businesses of same owner-
ship and location.

194.81 Retail and wholesale dealer in
liquors at same location.

194.82 Retail and wholesale malt liquor
dealer at same location.

194.83 Retail dealer in malt liquors and
retail dealer in liquors at same
location.

194.84 Mixing cocktails.

Subpact F-Partnerships

194.90 Liability of partners.
194.91 Preparation of special tax stamp.
194.92 Addition of partners or incorpora-

tion of partnership.
194.93 Formation of a partnership by two

dealers.
194.94 Withdrawal of one or more partners.

Subpart G-Payment of Special Tax

194100 Special tax rates.
194.101 Date special tax is due.
194.102 Computation of special tax.
194.103 Filing of return and payment of

special tax.
194.104 Method of payment.

SPEcIAL TAx R'rnzR, Foar 11
194.105 Data required.
194.106 Execution of Form 11.
194.107 Extensions of time for filing returns.
194.108 Penalty for failure to fle, return.

DELmNQUENT RETURNS
194109 Reasonable causes for delinquency.
194.110 Other alleged causes.
194.111 Delinquency discovered by officer

working under direction of As-
sistant Regional Commissioner.

194.112 Causes not considered reasonable.

Subpart H-Special Tax Stamps

194.120 Issuance of stamps.
194.121 Receipt in lieu of-stamp prohibited.
194.122 Stamps covering business in viola-

tion of State law.
194.123 -Stamps not transferrable.

STAMPS 'oa PAssENGEa Tnrs AND VESSELS

194.124 General.
194.125 Transfer of special tax stamps.
194.126 Sales on passenger trains and

vessels.
194.127 Vessel not engaged in carrying

passengers.

STAMPS FOR RI- Druma "AT LARGE"

194.128 General.
194.129 Form 11 to show nature of business.
194.130 Business In more than one State.
STAMPS FOR a lr.Ms 3ir WINES ONLY, on WnqEs

AND MALT LIQUORS OryL

194.131 General.
194.132 Stamps as receipts for special taxes.
194.133 Sales of distilled spirits by dealers

in wines or wines and malt
liquors.

194134 Stamps not exchangeable.

MEDiXcnAL SPrInTS STAmPs
Sea.
194.135 Stamps for drug stores and pharma-

cies selling through licensed
pharmacists.

STAMP TO BE: PoSTED

194.136 General.
MIssnao STAMPS

194.137 Lost or destroyed.
194.138 Seizure by State authorities.
COnnEcToiz Or ERRoas oN SPEcAL TAx StAtrs
194.139 .Errors disclosed by taxpayers.
194.140 Errors discovered on insgeoton.

STAMPS FOR IMPnoPER PERZOsS

194.141 General.
194.142 Liability within current f1cal year.
194.143 Liability within a past fiscal year.
194.144 Amended return required.

RECORD 10

194.145 Public list of taxpayers.
194.146 Use of Record 1o.
194.147 Furnishing copy of Record 10.

Subpart I-Change of Location
194.150 Amended return, Form 11.
194.151 Removal within same internal reve-

nue district.
194.152 Removal to another internal reve-

nue district.
194.153 Failure to register change of address

within 30 days.
194.154 Certificate in lieu of lost or do.-

stroyed special tax stamp.

Subpart i-Chango In ProprletorshIp or Control
194.160 Sale of business.
194.161 Incorporation of business.
194.162 New corporation.
194.163 Stockholder continuing business of

corporation.
194.164 Change In trade name or style of

business.
194.165 Change of name or increase In cap-

Ital stock of a corporation.
194.166 Change in ownership of capital

stock.
194.167 Change In membership of unincor-

porated club.
194.168 Change of control; right of succeoa

sion.
194.169 Persons having right of succession.
104.170 Failure to register right of succe-

sion within 30 days,
194.171 Certificate In lieu of lost or destroyed

special tax stamps.

Subpart K-Exceptions and Exemptions
194.180 Sales of liquors for Immediate con-

sumption on premises.
194.181 Sales of malt liquors for Immediate

consumption on promises.
194.182 Dealers consummating sales of malt

liquors at premises of other
dealers.

194.183 Deliveries of malt liquors from
place of storage not covered by
special tax stamp.

194.184 Distillers soiling in original stamped
packages.

194.185 Distillers selling In other than orig-
inal stamped packages.

194.186 Brewers selling in original stamped
packages.

194.187 Agent of a brewer.
194.188 Brewers selling in other than orlg-

Inal stamped packages.
194.189 Sales by executor, administrator, or

other fiduciary.
194.190 Sales of liquors received as security

for or in payment of a debt.
194.191 Sales of liquors levied on by public

ollcer under order of any courb
or magistrate.

194.192 Sales of liquors by retiring partner
or by representative of a deceased
partner.
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Sec.
194-.193

19i.191

194.195
194.196
194-197

Sales of entire stock by retail liquor
dealer in liquidation.

Sales of entire stock by retail malt
liquor dealer in liquidation.

Sales by qualified winemakers.
Sales by apothecaries and druggists.
Sales by proprietors of industrial al-

cohol plants or warehouses.

Subpart L-Refund and Redemption of Special
Taxes

194.200
194.201
194.202
19.203

194.204

Claims.
Time limit on filing of claim.
Discontinuance of business.
Dealer in malt liquors who sells

distilled spirits or wines.
Dealer in liquors who actually sells

only malt liquors.

Subpart M-Maintenance of Records and Posting
of Signs

WHOLs0AL. LIQUOR DEALER REOORDS

194-210 General requirements, Record 52.
194.211 Warehouse receipts, Form 52F.
194.212 Dealer selling distilled spirits at re-

tail only.
194.213 Dealers not selling distilled spirits.
194-214 Proprietors.
194-2f5 Entries on Record 52.
194.216 Entry of miscellaneous items.
194217 Separate record of name of distiller,

rectifier, or bottler.
194-.218 Separate record of serial numbers of

cases.
194.219 Form of separate records.
194-220 Place where Record 52 shall be kept;

general
194.221 Exception.
194.222 Place where Form 52-F shall be kept.
194.223 Requirements when wholesale liquor

dealer maintains a retail depart-
ment.

1942 Records to be kept by States.

RTAIL LIQUoR-DrA.ixc

194.225

194226

194M227

Requirements where wholesale de-
partment is kept.

Requirements for dealers in distilled
spirits.

Requirements for dealers in malt
liquors.

ROaRTS

194.228 Time of filing.
194.229 No transactions during month.
194:230 Discontinuance of business.

REPORT Or TJE PARTY TRA-sAcrIos

194.231 Additional requirements.
194:232 Shipment or delivery to third party.

PRocuacsnUs OF Fomsm

194233 Forms to be provided by users at
own expense.

Posrniu 'OP SIGNS

194.234 By wholesalers.
194.235 By retailers.

Subpart N-Strip Stamps

194.240 Strip stamps required on all bottles.
194.241 Destruction of strip stamp on open-

ing bottle.
194.242 Mutilated or missing red strip

stamps.
19C243 Replacement of mutilated or miss-

ing red strip stamps found by
dealer.

194.244 Mutilated or missing red strip
stamps found by Internal revenue
officer.

194.245 Replacement not required.
194 246 Strip stamp missing; open bottle.

Subpart O--Miscellaneous
194.250 Purchase or sale of used containers,
194.251 Reuse or refilling containers.
19C252 Possession of used containers.
194.253 Tapping of beer barrels and kegs.

No. 252-2

See.
194.254 Posseslon of undestroyed beer

stamps.
194.255 Destruction of stamps. marks, and

brands on wine containers.

Subpart P-Pacaglng Alcohol for Industrial
Purposes

194.260 Requirements and procedure..
194.261 Labeling.

Aurnoarrr: § 194.1 to 194.201 is ued un-
der 53 Stat. 375, 467; 26 U. S. C. 3170, 3791.
Other statutory provisions interpreted or ap-
plied are cited to the text in parenthesis.

§ 194.0 Statutory provisions. The
provisions of law having more common
application to wholesale and retail deal-
ers in liquors are contained In §§ 194.0-1
to 194.0-41.

§ 194.0-1 Departmental regulations.
5 U. S. 0. 22. DEP -rtmr rAL naoLTXoN.
The head of each department is authorized

to prescribe regulations, not Inconsistent
with law, for the government of his depart-
ment, the conduct of Its officers and clerks,
the distribution and performance of Its busl-
ness, and the custody, use, and preservatlon
of the records, papers and property apper-
taining to It.

§ 194.0-2 Stamps for containers of
distilled spzrits.

26 U. S. C. 2803. STALIs roa cOz."rAns or
DISTILLED SPIRITS.

(a) Requirement. No person shall trans-
port, possess, buy, sell, or transfer any dis-
tilled spirits, unless the Immediate container
thereof has affixed thereto a stamp denoting
the quantity of distilled spirits contained
therein and evidencing payment of all In-
ternal-revenue taxes imposed on such spirits.
The provisions of this section shall not apply
to-

(1) Distilled spirits placed in a container
for immediate consumption on the premLce
or for preparation for such consumption;

(2) Distilled spirits In bend or in customs
custody;

(3) Distilled spirits In immediate contain-
ers required to be stamped under existing
law.

(4) Distilled spirits In actual proce of
rectification, blending, or bottling, or in
actual use in processes of manufacture;

(5) Distilled spirits on which no Internal-
revenue tax Is required to be paid;

(6), Distilled spirits not Intended for sale
or for use in the manufacture or production
of any article Intended for sale; or

(7) Any regularly established common car-
rier receiving, transporting, delivering, or
holding for transportation or delivery dis-
tilled spirits In the ordinary course of Its
business as a common carrier.

(b) Purchase and supply. Any person
placing or intending to place any distilled
spirits upon which all internal-revenue taxes
have been paid into any container upon
which a stamp is required by this rectlon,
or withdrawing or Intending to withdraw any
Imported spirits In such containers from cus-
toms custody, shall be entitled to purclas
sufficlent stamps for stamping such con-
tainers. Such stamps shall be Issued by the
Commissioner to each Collector upon his
requisition, in such numbers as may be nec-
essary in his district, and shall be sold by
the Collectors to persons entitled thereto
upon application therefor and compliance
with regulations under this section, at a price
of 1 cent for each stamp, except that in the
case of stamps for containers of less than one
half pint the price shall be one quarter of 1
cent for each stamp. When in his Judgment
there Is no danger to the revenue, and upon
the giving of such bonds or other cecurity
as he may deem necessary, the Commissoner
may authorize the sale of such stamps to
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Import r for stamping containers in the
country from which Imported.

(c) Unued stamps, exchange, refund, etc.
The Commissioner of Internal Revenue, un-
der re.ulations prescrIbed by him and ap-
proved by the Secretary of the Treasury, may
redeem or make allowance for any unused
stamps Issued under cgction 203 of the Liquor
Taxing Act of 1934 or subsection (b) of this
section by exchanging them for other stamps
of the same kind or by refunding moneys
received therefor: Provided, That stamps may
be exchanged or the value thereof refunded
only In quantitles of the value of C5 or mdre:
And provided further, That no claim for the
exchange of ztrip stamp: or refund therefor
shall be allowed unless precented within two
yeara after the date on which such stam ps
were lawfully Issued. There are hereby au-
thorized to be appropriated annually, out of
any money In the Treaaury not othervIse ap-
propriated. such sums as may be nece-ary
to carry out this provision.

(d) Regulations for isauing, affling, and
canceling stamps. The Commissioner, rith
the approval of the Secretary. shall prescribe
(a) regulatlons with respect to the time and
manner of applying for, issuing. affixing, and
destroying stamps required by this section,
the form and denominations of such stamps,
proof that applicants are entitled to such
stamps. .and the method of accounting for
recelpts from the sale of such Stamps, and
(b) such other regulations as he shall deem
necessary for the enforcement of this section.

(a) Destruction of stamp,. Every person
emptying any container stamped under the
provisions of this seztion shall at the time of
emptying such container destroy the stamp
thereon.

(f) Forleiture o1 -pirift. All distilled
spirits found In any container required to
bear a stamp by this section, which container
Is not stamped In compliance with this sec-
tion and rcgulatlons issued thereunder, shall
be forfeited to the United States.

(g) Penalties. Any person who violates
any provislon of this section, or who, with
Intent to defraud, falsely makes, forges, alters,
or counterfeits any stamp made or used under
this ection. or who ue3. sells, or has in
his posceslon any such forged, altered; or
counterfeited stamp, or any plate or die
used or which may be used In the manufac-
ture thereof, or any stamp required to be
destroyed by this section. or who makes, uses,
cells, or has in his possession any paper in
imitation of the paper used in the manufac-
ture of any such stamp. or who reuzes any
stamp required to ba destroyed by this sec-
tion, or who places any distilled spirits in any
bottle which has be filled and stamped
under this ection without destroying the
stamp previously affixed to such bottle, or
who afiMx any stamp issued under this
sectlon to any container of distilled spirits
on which any tax due Is unpaid, or who
makes any false statement In any application
for stamps under this section, or who has In
his poczeslon any such stamps obtained by
him otherv-e than as provided in subsee-
tion (b), shall on conviction be punished by
a fine not exceeding $1,030, or by imprison-
ment at hard labor not exceeding five years,
or by both. Any officer authorized to enforce
any provilions of law relating to Internal
revenue stamps is authorized to enforce the
provisions of this section and the provisions
of cectlon 2903 relating to the bottling of
distled spirits In bond.

(h) Transfer of duties. For transfer of
duties and powers of the Commisoner and
his agents, coe section 3170.

§ 194.0-3 Signs of distillers, recfifters,
and wholesale liquor dealers.

20. U. S. C. 2831. SbGNS o? DS1LEs, nEc-
TMEES, AND V.21LESAr.E LIQUOM aZALERS.

Every person engaged in distilling or rec-
tifying spirits, and every wholesale liquor
dealer, shall place and keep conspicuously
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on the outside of the place of such business
a sign, exhibiting in plain and legible letters,
not less than three inches in length, painted
in oil-colors or gilded, and of a proper and
proportionate width, the name or firm of
the distiller, rectifier, or wholesale dealer,
with the words: "Registered distillery," "rec-
tifier of spirits," or "wholesale liquor dealer,"
as the case may be. Every person who vio-
lates the foregoing provision by negligence
or refusal, or otherwise, shall pay a penalty
of $500.

And every person, other than a rectifier or
wholesale liquor dealer who has Paid the
special tax, or a distiller who has given bond
as required by law, who puts up or keeps up
the sign required by this section, or any sign
indicating that he may lawfully carry on the
business of a distiller, rectifier, or wholesale
liquor dealer, shall forfeit and pay $1,000,
and shall be imprisoned not less than one
month nor more than six months. And every
person who works in any distillery, rectifying
establishment, or wholesale liquor store, on
which no sign Is placed and kept, as herein-
before provided; and every person who know-
ingly receives at, carries or conveys any dis-
tilled spirits to or from, any such distillery,
rectifying establishment, warehouse, or store,
or who knowingly carries and delivers any
grain, molasses, or other raw material to any
distillery on which such sign is slot placed
and kept, shall forfeit all horses, carts, drays,
wagons, or other vehicle or animal used in
carrying or conveying such property afore-
said, and shall be fined not less than $100
nor more than $1,000, or be imprisoned not
less than one month nor more than six
months.

§ 194.0-4 Books- of rectifiers and
wholesale dealers.

26 U. S. C. 2857. Booms or R crZhEs AND
WHOLESALE DEALERS.

(a) Requirements. Every rectifier and
every wholesale liquor dealer .who sells, or
offers for sale, distilled spirits in quantities
of five wine-gallons ur more to the same per-
son at the same time shall keep daily, at his
place of business covered by his special tax
stamp, a record of distilled spirits received
and disposed of by him, and shall render un-
der oath correct transcripts and summaries
of such records: Provided. That the Comnmis-
soner may in his discretion require such rec-
ord to be kept at the place where the spirits
are actually-received and-sent out. The rec-
ords shall be kept and the transcripts shall
be rendered in such form, and under such
rules and regulations as the Commissioner,
with the approval of the Secretary, may
prescribe.

The records required to be kept under the
provisions of this section and regulations is-
sued pursuant thereto, shall be preserved for
a period of four years, and during such period
shall be available during business hours for
Inspection and the taking of abstracts there-
from by the Commissioner or any internal
revenue officer.

Every rectifier and wholesale liquor dealer
who refuses or neglects to keep such records
in the form prescribed by the Commissioner,
with the approval of the Secretary, or to
make entries therein, or cancels, alters, or
obliterates any entry therein (except for the
purpose of correcting errors) or destroys any
part of such records, or any entry therein, or
makes any false entry therein, or hinders or
obstructs any internal revenue officer from
Inspecting such records or taking any ab-
stracts therefrom, or neglects or refuses to
preserve or produce such records as required
by this chapter or by regulations issued pur-
suant thereto, shall pay a penalty of $100
and, on conviction, shall be fined not less
than $100 nor more than $5,000, and be im-
prisoned not less than three months mor
more than three years.

.lvery rectifier and wholesale liquor dealer
who refuses or neglects to render transcripts

or summaries in the form required by the
Commissioner, with the approval of the Sec-
retary, shall, upon conviction, be fined not
more than $100 for each such neglect or re-
fusal.

(b) Transfer of Duties. For transfer of
powers and duties of Commissioner and his
agents, see section 3170.

§ 194.0-5 Exemption of States fromt
provzsions of section 2857.

26 U. S. C. 2858. Exn noN oF STATES PrO0
PROVISIONS OP SECTION 2857.

The provisions of section 2857 shall not
apply to States and Commonwealths and
liquor stores operated by such States and
Commonwealths that maintain and make
available to inspection by internal-revernue
officers such records as will enable such offi-
cers to readily trace all distilled spirits re-
ceived and disposed of by them: Provided,
That such States and Commonwealths, and
the liquor stores operated by them, shall,
upon the request of the Commissioner, fur-
nish to the Commissioner such transcripts,
summaries, and copies of their records as he
shall require.

§ 194.0-6 Limitation on purchases by
rectifiers and dealers.

26 U. S. C. 2860. LnuITATixO ON PUECHASES
BT RECTMIERS AND DEALERS.

It shall not be lawful for any rectifier of
distilled spirits, or wholesale or retail liquor
dealer, to purchase or receive any distilled
spirits in quantities greater than twenty
gallons from any person other than an au-
thorized xectifier of distilled spirits, distiller,
or wholesale liquor dealer. Every person who
violates this section shall forfeit and pay
$1,000: Provided, That this provision shall
not be held to apply to judicial sales, or to
sales at public auction made by an auc-
tioneer, or to sales upon which no special tax
accrues as enumerated and provided for In
section 2251. This section shall not be held
to prohibit a rectifier or liquor dealer from
purchasing, in quantities greater than
twenty wine-gallons, the distilled spirits sold
in one parcel as provided in section 3251 (c).

§ 194.0-7 Regulation of traffic 1n con-
tainers of distilled spzrits.

26 U. S. C. 2871. REGO=ATxON or TSAPPI IN
CONTAINERS OP DISTILLED SPIRITS.

Whenever in his judgment such action is
necessary to protect the revenue, the Secre.
tary is authorized, by the regulations
prescribed by him, and permits Issued there-
under if required by him (1) to regulate the
size, branding, marking, sale, resale, posses-
sion, use, and re-use of containers (of a
capacity of less than five wine-gallons) de-
signed or intended for use for. the sale at
retail of distilled spirits (within the meaning
of such term as It, is used in section 2803)

-for other than industrial use, and (2) to
require, of persons manufacturing, dealing
in, or using any such contaners, the sub-
mission to such inspection, the keeping of
such records, and the filing of such reports
as may be deemed by him reasonably neces-
.sary in connection therewith. Whoever will-
fully violates the provisions of any regulation
prescribed, or the terms or conditions of any
permit issued, pursuant to the authoriza-
tion contained in this section, and any officer,
director, or agent of any corporation who
knowingly participates in such violation,
shall, upon conviction, be fined not more
than $1,000 or be imprisoned for not more
than two years, or both; and, motwithstand-
Ing any criminal conviction, the containers
involved In such violation shall ba forfeited
to the United States, and may be seized and
condemned bylike proceedings as those pro-
vided by law for forfeitures, seizures, and
.condemnations for violations of the internal-
revenue laws, and any such containers so
seized and condemned shall be destroyed and
not sold. Any requirements imposed under

this section shall be in addition to any other
requirements imposed by, or pursuant to,
law, and shall apply as wiell to persons nob
liable for tax under the internal-rovonuo laws
as to persons so liable.

§ 194.0-8 Exemption of industrial al-
cohoZ plants and warehouses front cer.
tain laws.

26 U. S. C. 3103. Thnnwnom or rNDUsTIIAL
ALCOHOL PLANTS AND WAREIOUSES rno Era-
TAIN LAWS.

Industrial alcohol plants and bohded ware-
houses established under the provisions of
this part shall be exempt from the provisions
of sections 3154, 3244, 3258, 3250, 3200, 3203,
3264, 3266, 3267, 3268, 3260, 3271, 3273, 3274,
3275, 3279, 3280, 3283, 3284, 3285, 3280, 3207,
3288, 3289, 320, 3291, 3202, 3293, 3204, 8205,
3302, 3303, 3307, 3308, 3300, 3310, 3311, 3312,
3313, 3314, and 3321 of the Revised Statutes;
sections 48 to 60, Inclusive, and seotions 02
and 67 of the Act of August 27, 104
(Twenty-eighth Statutes, pages 503 to S00),
as such sections existed on October 28, 1010,
and from such other provisions of laws exist.
Ing on October 28, 1019, relating to distil-
leries and bonded warehouses an may, by
regulations, bo declared inapplicable to In-
dustrial alcohol plants and bonded ware-
houses established under this subohalpter.

Regulations may be made embodying ally
provision of the sections above enumerated.

§ 194.0-9 Taxability of denatured al.
cohol or articles produced, trans/erred,
used, or sold in violation of law or regtula-
tions.

26 U. S. C. 3111. TAxAnsr or DnNATumED
ALCOHOL OR ARTICLES RODUCED, TnANSaVEzfD,
USED, On SOLD IN VIOLATION Or LAW Oa IHCOU-
nATIONS.

Any person who shall produce, withdraw,
sell, transport, or use denatured alcohol,
denatured rum, or artioles in violation of
laws or regulations now or hereafter In force
pertaining thereto, and all such denatured
alcohol, denatured rumi, or articles shall be
subject to all provisions of law pertaining to
vlcohol that is not denatured, Including
those requiring the payment of tax thereon;
and the person so producing, -withdrawing,
selling, transporting, or using the denatured
alcohol, denatured rum, or articles shall be
required to pay such tax.

§ 194.0-10 Penalties and forfelturcs.
26 U. S. 0. 315D, PENALTIES AND roarETrUrEn.
(a) Evasion of tax or noncomplianco with

requirements on brewers. Every owner,
ugent, or superintendent of any brewery, ves-
sels, or utensils msed in making fermented
liquora, who evades or attempts to evade the
payment of the tax thereon, or fraudulently
neglects or refuses to make true and exact
entry and report of the same in the manner
required by law, or to do, or cause to be done,
any of the things by law required to be done
by him, or who intentionally makes false
entry In said book or in said statement, or
knowingly allows or procures the samo to be
done, shall-

(1) Forfeitures. Forfeit, for every such
offense, all the liquors made by him or for
.hlm, and all the vessels, utensils, and appa-
ratus used in making the same, and

(2) Penalties. Be liable to a penalty of
not less than $500 nor more than $1,000, to be
recovered with costs of suit, and shall be
deemed guilty of a misdemeanor, and be Im-
prisoned for a term not exceeding one year.

(b) Neglect to keep books or furnish& ac.
counts. Every brewer who neglects to keep
books or refuses to furnish the account and
duplicate thereof as provided by law, or re-
fuses to permit the proper officer to examine
the books in the manner provided, shall, for
every such refusal or neglect, forfeit and pay
the sum of $300.

,c) Flagrant and willful removal of malt
liquors without taz payment. For flagrant
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and willful removal of taxable malt liquors
for consumption or sale, without payment
of tax thereon, all the right. title, and Inter-
est of each person, who has knowingly suf-
fered or permitted such removal or has
connived at the same, in the lands and build-
bags constituting the brewery premises and
bottling house shall be forfeited by a pro-
ceeding in rem in the District Court of the
United States having jurisdiction thereof.

(d) Fraud or 'neglect in affimng or can-
celing stamps. Every brewer who refuses or
neglects to affix and cancel, in the manner
provided under section 3152 (b), the stamps
required by law, or who affxes a false or
fraudulent stamp, or knowingly permits the
same to be done, shall pay a penalty of $100
for each hogshead, barrel, or keg on which
such omission or fraud occurs, and be Im-
prisoned not more than one year.

(e) Sale, removal, or receipt without
proper stamp or permit. Whenever any
brewer, cartman, agent for transportation.
or other person, sells, removes, receives, or
purchases, or in any way aids in the. sale,
removal, receipt, or purchase, of any fer-
mented liquor contained in any hogshead,
barrel, keg, or other vessel from any brewery
or brewery warehouse, upon which the stamp.
or permit, an case of removal, required by law,
has not been affixed, or on which a false or
fraudulent stamp, or permit, in case of re-
moval, -is affixed, with knowledge that it is
such, or on which a stamp, or permit, in case
of removal, once canceled, is used a second
time, he shall be fined $100 and imprisoned
for not more than one year.

(f) Withdrawal from improperly stamped
containers or 'without destroying stamps,
penalty. Whenever any retail dealer, or other
person, withdraws or aids in the withdrawal
of any fermented liquor from any hogshead,
barrel, keg, or other vessel containing the
same, without destroying or defacing the
stamp affixed thereon, or withdraws or aids
in the withdrawal of any fermented liquor
from any hogshead, barrel, keg, or other ves-
sel, upon which the proper stamp has not
been affixed or on which a false or fraudulent
stamp is affixed, he shall be fined $100 and
imprisoned not more than one year.

(g) Counterfeiting stamps and permits
and traffickeng in used stamps, penalty.

-Every person who makes, sells, or uses any
false or counterfeit stamp or permit, or die
for printing or making stamps or permits,
which is in imitation of or purports to be
a lawful stamp, permit, or ie of the kind
before mentioned in this chapter, or who
procures the same to be done, and every
person who shall remove, or cause to be
removed, from any cask or package of fer-
mented liquors, any stamp denoting the tax
thereon, with intent to reuse such stamp,
or who, with intent to defraud the revenue,
knowingly uses, or permits to be used, any
stamp removed from another cask or pack-
age, or receives, buys, sells, gives away, or
has in his possession, any stamp so removed,
or makes any fraudulent use of any stamp
for fermented liquors, shall be fined not less
than $100 nor more than $1,000, and im-
prisoned not less than six months nor more
than three years.

(h) Possession with tax not paid, forlef-
ture. The ownership or possession by any-
person of any fermented liquor after Its
sale or removal from the brewery or ware-
house, or other place where it was made,
upon which the tax required has not been
paid, shall render such liquor liable to sei-
zure wherever found, and to forfeiture, re-
moval under said permits excepted.

And the absence of the proper stamps
from any hogshead, barrel, keg, or other
vessel containing fermented liquor, after its
sale or removal irom the brewery where it
was made, or warehouse as aforesaid, shall
be notice to all persons that the tax has not
been paid thereon, and shall be prima facie
evidence of the nonpayment thereof.
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(1) Removal or defacement of stamps by
others than the owner. Every percon, other
than the purchaser or owner of any fer-
mented liquor, or pe on acting on his be-
half, or as his agent, who Intentionally
removes or defaces the stamp or permit
affixed upon the hogshead, barrel, keg, or
other vessel, in which the came is contained.
shall be liable to a fine of C50 for each such
vessel from which the stamp or permit is co
removed or defaced, and to render compen-
sation to such purchacer or owner for all
damages sustained by him therefrom.

(J) Fraudulent removal of bottled fer-
mented malt liquors. Any brewer or other
person who removes or in any way aids In
the removal from any brewery or brewery
bottling house of any bottled fermented malt
liquors on which the required tax has not
been paid shall be fined $100 and impriconed
for not more than one year.

(k) Intentional rcmoral or defacement of
manufacturer's marks on containers. For
penalty Imposed for intentional removal or
defacement of manufacturer's marel re-
quired upon a hogshead, barrel, keg, or other
vessel containing fermented liquor, cee cec-
tion 3155 (f).

§ 194.0-11 Tax.
26 U S. C. 3250. TA=.
(a) Wholesale dealers in liquors-(l) In

general. Wholesale dealers In liquors shall
pay a special tax of $200.

(2) Wholesale dealers in liquors dcaling in
wines or wines and malt liquors. For the
designation of wholesale dealers in liquors
as wholesale dealers in wlnes or wholesalo
dealers in wines and malt liquors, and the
issuance of the appropriate special tax
stamps, see section 3254 (b).

(3) Retailers selling at wholesale. Except
as provided in section 3254 (c) (2), a quail-
flied retail dealer in liquors may not cell dis-
tilled-spirits, wines, or malt liquors in quan-
titles of five wine-gallons or more to the
satae person at the same time without in-
curring liability to special tax as a whole:alo
dealer In liquors.

(4) Distillers sclling at wholesale. No
distiller who has given the required bond
and who sells only distilled spirits of his own
production at the place of manufacture, or
at the place of storage In bond, in the
original packages to which the tax-paid
stamps are affixed, shall be required to pay
the special tax of a wholesale dealer In
liquors on account of such sales.

(5) Retail dealers in liquidation. For ex-
emption of retailers liquidating entire stock
from payment of special tax as wholesalers,
see section 3251 (c).

(6) Creditors, fiduciaries, offlcers of court
and partners. For exemption of creditors,
fiduciaries, officers of court, and partners
from the payment of any special tax by
reason of casual sales, see section 3251 (a)
and (bj.

(b) Retail dealers in liquors-(l) In gen-
eral. Except as provided In paragraph (3)
of subsection (e), retail dealers in liquors
shall pay a special tax of $50.

(2) Retail drug stores or pharmacies. The
tax required to be paid by paragraph (1)
shall in the case of a retail drug store or
pharmacy making sales of liquors through
a duly licensed pharmacist, be dealgnated
as a "medicinal spirits stamp tax."

(3) Retail dealers In liquors dealing in
wines or wines and malt liquors. For the
designation of retail dealers in liquors as
retail dealers in wines and malt liquors, and
the issuance of appropriate special tax
stamps, see section 3254 (c) (1).

(4) Wholesalers selling at retaiL A quail.
flied wholesale dealer in liquors may not cell
distilled spirits, wines, or malt liquors In
quantities of less than five wine gallons
without incurring liability to special tax as
a retail dealer In liquors.
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(5) Crcditfo, fidUefarics, offcers of court.
and partncrs. For exemption of creditors,
filduclares, oMcera of court, and partner,

from the payment of any spcecWl tax by
reason of casual sale., cee section 3251 (a)
and (b).

(c) Brewer--(l) In general. Brewers
Chall p3y 8110 in respect of each brewery-
Provided, That any brewer of less than 550
barrels a year chal pay the sum of C55.

(2) Crom reference. For eihect upon spe-
cial tax of purchases or sales of malt liquors
by brewers, roe paragraph (3) of subsection
(d).

(d) Wholesale dealers in malt liquor-
(1) In general. Wholesae dealers in malt
liquors shall pay a npeclal tax of $100.

(2) Retailers selling at wholeale. A
qualified retail dealer in malt liquors may
not rll such liquors in quantities of five
gallons or more to the came person at the
came time without incurring liability to ppe-
cial tax as a wholesale dealer In malt liquors.
No retail dealer in malt liquors shall be held
to be a wholesale dealer in malt liquor. solely
by reacon of caleG of five gallons or more to
the came person at the came time if such
ales are for immediate consumption on the

premases where cold.
(3) Brewers selling at wholesale. No

brewer shall be obliged to pay special tax as
a dealer by reason of celling in the original
stamped hoZoheadz. barrels, or ke2s, whether
at the place of manufacture or elsewhere,
malt liquors manufactured by him, or pur-
cbaed and procured by him in his own hoZz-
heads., barrels, or kegs, under provisions of
cection 3155 (f), but the quantity of malt
liquors so purchased shall be included in
calculating the liability to brawers' special
tax of both the brewer who manufactures
and cella the came and the brewer who pur-
chas= the same.

(4) Retail dealers in liquidation. For ex-
eruption of retailers liquidating entire stock
from payment of special tax as wholealers.
ceo cection 3251 (c).

(e) Retail dealers in malt Ziquor-(1) In
general. Retail dealers in malt liquors shall
pay a speclal tax of $22.

(2) Wholesalers selling at retail. A quail-
fled wholesale dealer in malt liquors may not
rcll ouch liquors in quantities of less than
five gallons without incurring liability to
special tax as a retail dealer in malt liquors.

(3) Persons selling to entertainments and
outings. Notwithstanding the provisions of
this part each person making sales of fer-
mented malt liquor or wine to the members,
guezts, or patrons of bona-fide fairs, reun-
ions, picnics, carnivals, or other similar out-
ings, and each fraternal, civic, church, labor.
charitable, benevolent, or en-service men's
organization making sales of fermented malt
liquor or wine on the occasion of any kind
of entertainment dance, picnic, bazaar, or
fstival held by it. if ouch person or organiz-
tion Is not othervise engaged in busine s as
a wholesale or retail liquor dealer or a-- a
whole:ale or retail malt liquor dealer, shall
pay, before any ouch sales are made and in
lieu of the special taxes impo-ed by para-
graph (1) of this subsction and of subsec-
tion (b) a special tax of $2.20 as a retail
dealer In malt liquors, if fermented malt
liquor only is cold. or a special tax of $2.20
as a retail dealer in liquors if wine only, or
wine and fermented malt liquor only, are
cold for each calendar month in which any
ouch cale are made.

(4) Brewers selling at retail. No collec-
tlon of special tax as a retail dealer n malt
liquors shall be made from brewers for sell-
ing malt liquors of their own manufacture
in the original stamped elghth-barrel pack-

(5) Other provisions. For other provi-
cions relating to brewers as dealers, see par-
agraph (3) of subsection (d).

(6) Transfer of duties. For transfer of
the powers and duties of the Connlssloner
and his agents, cee cectlon 3170.

a a • • S
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(g) Winemaers. Nothing in this chapter
or chapter 26 shall be construed to impose
a special tax upon winemakers who have
qualified as such under the internal-revenue
laws and regulations, and who sell wines of
their own production where the -same are
made or at the general business office of
such winemaker: Provided, That no wine-
maker shall have more than one place of
business for the sale of such wine that shall
be exempt from the special tax.

(h) Apothecaries. No special tax shall be
imposed upon apothecaries as to wines or
spirituous liquors which they use exclusively
in the preparation or making up of medicines
unfit for use for beverage purposes.

(k) Cross reference. For 'transfer of the
powers and duties of the Commissioner and
his agents, see section 3170.

§ 194.0-12 Casual sales.
26 U. S. C. 3251. CASUAL SALES.
(a) By creditors, fiducares, and officers of

court. No special tax shall be held to accrue
on a sale of distilled spirits, wines, or malt
liquors made by a person who is not other-
wise a dealer in liquors, where such spirits,
wines, or liquors have been received by the
person so selling as security for or in payment
of a debt, or as executor, administrator, or
other fiduciary, or have been levied on by
any officer, under order or process of any
court or magistrate, and where such spirits
are sold by such person in one parcel only,
or at public auction in parcels not less than
twenty wine-gallons.

(b) By retiring or deceased partners to in-
coming or remaining partners. No special
tax shall be held to accrue on a sale of dis-
tilled spirits, wines, or malt liquors made by
a retiring partner, or the representatives ofn
deceased partner to the incoming, remaining,
or surviving partner or partners of a firm.

(c) By retail dealers in liquidation. The
special tax of a wholesale dealer In liquors
or wholesale dealer In malt liquors shall not
be held to apply to a retail dealer in liquors
or a retail dealer in malt liquors, because of
such retail dealer selling-out his entire stock
of liquors in one parcel, or in parcels em-
bracing not less than his entire stock of dis-
tilled spirits, of wines, or of malt liquors.
Section 2860 shall not be held to prohibit -a
rectifier or liquor dealer from purchasing, in
quantities greater than twenty wine-gallons,

* the distilled spirits sold in one parcel as
aforesaid.

§ 194.0-13 Retail liquor dealers' rec-
ords.

26 U. S. C. 3252. RETAIL LIQuOn DEALERS' nEc-

(a) Requirement. Each retail liquor
dealer shall provide at his own expense, and
keep in his place of business, a record in book
form, or shall keep all invoices of, and bills
for, all distilled spirits, wines, and fermented
malt liquors received, the quantity thereof,
and from whom and the date when received.

(b) Inspection. Such records, Invoices,
and bills shall be open to Inspection during
the usual business hours of the retailer by
Government officers upon identification and
request.

(c) Preservation. Such records, invoices,
and bills shall be kept for a period of two
years after the time of the transactions to
which they relate.

(d) Penalty. For each willful violation of
the provisions hereof the retailer shall be
subject to a fine of $25.

§ 194.0-14 Penalties and forfeitures
for nonpayment of special tax.

26 U. S. C. 3253. PENALTIES AND FORFEITURES
rOn XONPAYTmET OF SPECIAL TAX.

Any person who shall carry on the business
of a brewer, rectifier, wholesale liquor dealer,
retail liquor dealer, wholesale dealer in malt

liquors, retail dealer in malt liquors, or man-
ufacturer of stills, and willfully falls to pay
the special tax as required by law, shall, for
every such offense, be fined not less than $100
nor more than $5,000 and be Imprisoned for
not less than thirty days nor more than two
years. And all distilled spirits or wines, and
all stills or other apparatus, fit or intended
to be 'used for the distillation or rectifica-
tion of spirits, or for the compounding of
liquors, owned by such person, wherever
found, and all distilled spirits or wines and
personal property found in the distillery or
rectifying establishment, or in any building,
room. yard, or enclosure connected therewith
and used with or constituting a part of the
premises, shall be forfeited to the United
States.

§ 19&0-15 Definitions.
26 U. S. C. 3254. DzFnxNioNs.
(a) Distiller. For definition of distiller,

see section 2809 (a).
(b) Wholesale dealer in liquors. Except as

otherwise provided, every person 'who sells,
or offers for sale, foreign or domestic distilled
spirits, wines, or malt liquors in quantities
or five wine-gallons or more to the same
person at the same time, shall be regarded as
a wholesale dealer in liquors: Provided, That
the Commissioner may, by regulations, with
the approval of the Secretary provide for

'the issuance of astamp denoting payment of
such special tax as a "wholesale dealer in
wines" or a "wholesale dealer In wines and
malt liquors" If, as the case may be, wines
only, or wines and malt liquors only, are
sold by a wholesale dealer in liquors.

(c) Retail dealer 'in liquors. Except as
otherwise provided, (1) every person who
sells, or offers for sale, foreign or domestic
distilled spirits, wines, or nalt liquors in less
quantities than five wine-gallons to the same
person at the same time, shall be xegarded
as a retail dealer in liquors: Provided, That
the Commissioner may, by regulations, with
the -approval of the Secretary, provide for the
Issuance of a stamp denoting payment of
such special tax as a "retail dealer in wines"
or a "retail dealer in wines and malt liquors"
if, as the case may be, wines only, or wines
and malt liquors only, are sold by a retail
dealer in liquors.

(2) ,No retail dealer in liquors shall be
held to be a wholesale dealer In liquors solely
byreason of sales of five wine-gallons or more
to the same person at the same time if such
sales are for Immediate consumption on the
premises where sold.

(e) Wholesale dealer n malt liquors. Ex-
cept as otherwise provided, every person who
sells, or offers for sale, malt liquors in quan-
tities of 'five gallons or more, to the same
person at the same time, and who does not
deal n distilled spirits or wines at wholesale,
Shall be regarded as a wholesale dealer In
malt liquors.

(f) Retail dealer in malt liquors. Except
-as otherwise provided, every person who sells,
or offers for sale, malt liquors in less quan-
tities than five gallons to the same person
at the same time, and does nob deal in dis-
tilled spirits or wines, shall be regarded as a
retail dealer in malt liquors.

§ 194.0-16 Liability in case of bustness
zn more than one location.

26 U. S. C. 3255. TTABIiLrrr N CASE o BUSIl-
NESS IT MORE THAN ONE LOCATION.

(a) Retail dealers in liquors or malt
liquors. Any retail dealer in liquors or re-
tail dealer in malt liquors whose business is
such as to require him to travel from place
to place in different States of the United
States .may, under regulations prescribed by
the Commissioner, with the approval of the
Secretary, procure a special-tax stamp "At
large" covering his activities throughout -the
United States with the payment of but one
special tax as a retail dealer in liquors or as a

retail dealer in malt liquors, as the easo may
be.

(b) Dealers in liquors or malt liquors.
Nothing contained In this chapter shall pro-
vent the issue, under such regulations as the
Commissioner may prescribe, of special tax
stamps to persons carrying on the business
of retail dealers in liquors, or retail dealers
in malt liquors, upon passenger railroad
trains or upon steamboats or other vessels
engaged in the business of carrying pas-
sengers.

(c) Dealers in liquors or malt liquors mald.
ing sales on purchaser dealers' premises,
No wholesale or retail dealer in liquors or
wholesale or retail dealer In malt liquors who
has paid the special tax as such a dealer
shall again be required to pay special tax
as such dealer on account of uaies of bor,
lager beer, ale, porter, or other similar fer-
mented malt liquor to wholesale or retali
dealers in liquors or wholesale or retail
dealers In malt liquors consummated at the
purchaser's place of business covered by the
stamp issued to him to denote the payment
of the special tax imposed upon such dealers,

§ 194.0-17 Registration.
26 U. S. 0. 8270. REaisTAT0xoN,
(a) Requirements. Every person engaged

In any trade or business on which a special
tax is imposed by law shall register with the
collector of the district his name or style,
place of residence, trade or business, and the
place where such trade or business is to be
carried on. In case of a firm or company,
the names of the several persons constituting
the same, and the places of reldoneo, shall
be so registered.

(b) Cross Teferences.

§ 194.0-18 Payment o 'tax.
26 U. S. C. 3271. PAYMIENT Or TAX.
(a) Condition precedent to doing btsiness.

No person shall be engaged In or carry on any
trade or business mentioned In this chapter
until he has paid a special tax therefor In
the manner provided In this chapter.

(b) Due date. All special taxes shall be-
come due on the 1st day of July in each year,
or on commencing any trade or business on
which such tax is imposed. In the formor
case the tax shall be reckoned for one year,
and in the latter case it shall be reckoned
proportionately, from the 1st day of the
month in which the liability to a special tax
commenced, to and including the 30th day of
June following.

(c) How pafd-(1) Stamp. All spoolal
taxes Imposed by law, including the tax on
stills or worms, shall be paid by stamps de-
noting the tax.

(2) Assessment. For authority of Com-
missioner to make pssessments where the
special taxes have not boon duly paid by
stamp, at the time and In the manner pro-
vided by law, see section 3640.

§ 194,0-19 Returns.
26 U. S. C. 3272. ErrunNs,
(a) Time for filing. It shall be the duty

-of the special taxpayers to render their re-
turns with remittances to the collector at
such times within the calendar month In
which the special tax liability commenced as
Shail enable him to receive such returns,
.duly signed and verified, together with the
remittances, not later than the last day of
the month, except in cases of alcknliss or
absence, as provided for in section 3034,

(b) Transfer of duties.

(c) Penalties. For penalties Imposed for
failure to file returns or for making false or
fraudulent returns, see section 3012.

§ 194.0-20 Stamps.
26 U. S. C. 3273. Stamps,
(a) Supply. The Commissioner Is required

to procure appropriate stamps for the pay-
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ment of all special taxes imposed by law.
including the tax on stills or worms; and the
provisions of section 2802 (a) and of sections
3300, 3301, and 3302, and all other provisions
of law relating to the preparation and Issue
of stamps for distilled spirits, fermented
liquors, tobacco, and cigars, shall, so far as
applicable, extend to and include such stamps
for specal taxes; and the Commissloner
shall have authority to make all needful regu-
lations relative thereto.

(b) Posting. Every person engaged In any
business, avocation, or employment, who is
thereby made liable to a special tax, shall
-place and keep conspicuously In his estab-
lishment or place of business all stamps
denoting the payment of sid special tax.

(c) Transfer of duties.
* * *

§ 194.0-21 Penalties relating to post-
ing of specusl tax stamp.

26 U. S. C. 327. P=ALVIES aATG TO
posTunO OF SPECIAL TAX STATP.

Any person who shall, through negligence,
fail to place and keep stamps denoting the
payment of the special tax as provided in
section 3273 (b) shall be liable to a penalty
equal to the special tax for which h busi-
nasa xendered him liable, and the costs of
prosecution; but in no case shall said pen-
alty be less than $10. And where the falure
to comply-with the provisions of section 3273
(b) shall be through willfUl eglect or re-
fusal, then the penalty shall be double the
amount above -prescribed: Provided, That
nothing in this section shall in any way
affect the liability of any person for exercis-
ing or carrying on any trade, business. or
-profession, or doing any act for the exercis-
ing, carrying on, or doing of -which-a special
tax is imposed by law, without the payment
thereof.

§ 194-0-22 List of ;pectzl-taxpayers
for jublic -ispection

26-U. S. C. 3275. LasT oF sPECIAL-TAXPATE-S
Pon P MISPECTION.

(a) Irn coT/ector's office. Each collector
shall underxegulations of the Commissloner,
place and keep conspicuously in his office, for
public inspection, an alphabetical list of the
names of all persons who shall have paid
special taxes within his district, and shall
state thereon the time, place, and business
for -which uch special taxes have been paid,
and upon application of any prosecuting offi-
cer of any State, county, or municipality, he
-shall furniah a certified copy thereof. as of
a publicrecord, for which a fee of $1 for each
one hundred words or fraction thereof In
the copy or copies so requested, may be
charged.

(b) Transfer of duties.

§ 194.0-23 Application of State laws.

26 U. S. C. 3276. APPLIcATO N OF STATE TAWS.
The payment of any tax imposed by the

internal revenue laws for carrying on any
trade or business shall not be held to exempt
any person from any penalty or punishment
provided by the laws of any State for carry-
ang on the same -within such State, or in any
manner to authorize the commencement or
continuance of such trade or business con-
trary to the laws of such State or in places
prohibited by municipal law;, nor shall the
payment of any such tax be held to prohibit
any State from placing a duty or tax on the
same trade or business, for State or other
purposes.

§ 194.0-24 Liability of partners.

26 U. S. C. 3277. LTA n= or P aSTzms.
Any number of persons doing business in

copartnership at any one place shall be re-
quired to pay but one special tax.

FEDERAL REGISTER

§ 194.0-25 LiabIlity tn case of business
tn more than one location.

26 U. S. C. 3278. LnZmrrr n r S OF DUst-
=Ems nr rsoaE THAN OnE LOCATION.
The payment of the special tax imped

shall not exempt from an additional special
tax the person carrying on a trade or buzl-
mess in any other place than that stated In
the collector's register; but nothing herein
contained shall require a special tax for the
storage of goods, vares, or merchandle In
other places than the place of businecs, nor.
except as provided In this chapter for the
sale by manufacturers or produce= of their
own goods, wares, and merchnndice, at the
place of production or manufacture, and at
their principal office or place of buanes.,
provided no goods, w-ares, or merchandl
shall be kept except as samples at said ofce
or place of business.

§ 194.0-26 Liability in case of different
busnesses of same ownership and loca-
tion.

26 U. S. C. 3279. LuL& r r C&E O DW7-
uEnENT OFusnmsrs or r-11- OWXmUW= AND

LOCATION.
Whenever more than one of the pursuits

or occupations described In this chapter ar
carried on in the same place by the came
person at the same timn. except as other-
wise provided In this chapter, the tax shall
be paid for each according to the rates sever-
ally prescribed.

§ 194.0-27 Liabilityin case of death or
change of location,

26 U. S. C. 3280. LInnrTU nT csn OF" DATn
OR CHANGE OF LOCATION.

(a) Requirements. When any person who
has paid the special tax for any trade or
business dies. his wife or child, or executors
or administrators or other legal representa-
tives, may occupy the house or prcmires.
and in like manner carry on, for the residuo
of the term for which the tax is paid. the
same trade or business as the deceased before
carried on, in the game house and upon the
same premises, 'without the payment of any
additional tax. And when any person ze-
moves from the house or premi sesfor lich
any trade or business was taxed to any other
place, he may carry on the trade or business
specified in the collector's register at the
place to which he removes, without the pay-
ment of any additional tax: Provided, That
all cases of death, change, or removal, as
aforesaid, with the name of the succesor to
any person deceased, or of the percon maling
such change or removal, shall be registered
with the collector, under regulatlons to he
prescribed by the Comm' loner.

(b) Registration.
* * * 0 0

(c) Transfer of duties.

§ 194.0-28 Establishment and altera-
tion.

26 U. S. C. 3300. E5TA=M3M=T ArM At-
TMATION.

(a) Auttrlization. The Commissioner.
with the approval of the Secretary, may
establish and, from time to time, alter or
change the form. style, character, material.
and device of any stamp, marl, or label used
under any provision of the laws relating to
internal revenue.

(b) Application of penalty and forfeiture
provisions. All pains, penalties, lines, and
forfeitures provided by law relating to Inter-
nal revenue stamps shall apply to and have
full force and effect in relation to any and
all stamps so established by the Commis-
sioner.

(c) Cross refcrences. For other provisions
giving the Commissiloner general authority

SiaY5

to establL, alter, and renew stamp:, ze
scctlon 031 (a) (2).

S S * • *

§ 194.0-29 Redemption of stamps.

2G U. S. C. 3304. R=mrrroc oSz sazs.
(a) Authorization. The CommLs-iona

,

subject to regulatlons prescribed by the Sea-
reta, may. upon recelpt of satisfactory evi-
dence of the facts. make allowance for or
redeem such of the stamps, L-sued under
authority of law, to denote the payment of
any internal revenue tax, as may have been
spoiled. dstroyed, or rendered useles3 or un-
fit for the purpose intended, or for which
the owner may have no use, or vWch
through mistaoe may have been Improperly
or unnecessartly used. or where the rates or
duties reprezented thereby have been exce-
vivo in amount, paid in error, or in any
manner wrongfully collected.

(b) Mathod and conditions of alZowance.
Such allowance or redemption may be made.
either by giving other stamps In lieu of the
stamps so allowed for or redeemed, or by
refunding the amount or value to the owner
thereof, deductin2 therefrom. In cae of re-
payment, the percentage, if any, allowed to
the purch-er thereof; but no allowance or
redemption rhall be made in any case until
the stamps so spolled or rendered uz-eez
shall have been returned to the Commls-
aioner, or until satisfactory proof has been
made showing the reason why the same can-
not ba returned: or, if so required by the
said Commisaloner, when the person pre-
renting the same cannot satisfactorily trace
the history of said stamps from their Is-
nuince to the precentation of his clalm
aforesaid.

(c) Time for fli ng claims. ITo clam for
the redemption of or allowance for stamps
shall be allowed unless presented within
four year after the purchase of such stamps
from the Government,

(d) Finality of Commisioner's deciion-.
he finding of facts-In and the decision of

the Commissioner upon the merits of any
laim prested under or authorized by this

sccUon shall, in the absence of fraud or
mistake in mathematical calculation, be final
and not subject to revision by any account-
Ing officer.

0 a 0 0 *

§ 194.0-30 Perzod of limitation upo=
refunds and credits.

26 U. S. C. 3313. PnoD 07 zzrorJ==o. uo:;
nsrUMMs AND CanrrS.

All Ml for the refunding or crediting
of any internal revenue tax alleged to have
been erroneously or ille-gally aeed or col-
lected, or of any penalty alle-ed to have been
collected without auth rtY. Or of any stu
allcgcd to have been excesti;e or in any
manner wrongfully collected must, except a
otherwise provided by law in the caze of in-
come, war-profits, excess-profIts, estate, and
gift taxes, be presented to the Commisloner
within four years next after the payment of
such tax, penalty, or sum, The amount of
the refund (in the case of taxes other than
income, war-profits, excess-profits, estate,
and gift taxes) shall not exceed the portion
of the ta, penalty, or sum paid during the
four years immediately preceding the fling
of the claim, or if no claim vr filed, then
during the four years Immediately preceding

the anllownco of the refund.

§ 194.0-31 Entry of premses for ex-
aminatlon of taxable objects.

26 U. S. C. 3801. Evrza 07 5 I3
EXAMATIO-M 07 TAxAnLE- OZl.T=cT
(a) Authorlty--(1 Entry during day. Anj

collector, deputy collector. Internal revenue
agent, or inspector may enter, in the daytime,
any building or place Where any articles 09
objects subject to tax are made. prcduced,
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or kept, within his district, so far as it may
be necessary for the purpose of examining
said articles or objects.

§ 194.0-2 Returns executed by Com.
missioner or Collector

26 U. & 0. 3612. RETURNS EXECUTED BY COM-
MiSSIONvR OR COLLECTOR.

(a) Authority of collector. If any person
fails to make and file a return or list at the
time prescribed by law or by regulation made
under authority of law, or makes, willfully or
otherwise, a false or fraudulent return or list,
the collector or deputy collector shall make
the return or list from his own knowledge
and from such Information as he can obtain
through testimony or otherwise.

(b) Authority of Commissioner. In any
such case the Commissioner may, from his
own knowledge and from such information
as he can obtain through testimony or other-
wise-

(1) To make return. Make a return, or
(2) To amend collector's return. Amend

any return made by a collector or deputy
collector.

(c) Legal status of returns. Any return
or list so made and subscribed by the Com-
missioner, or by a collector or deputy collector
and approved by the Commissioner, shall be
prima facie good and sufficient for all legal
purposes.

(d) Additions to tax-(1) Failure to file
return. In case of any failure to make and
file a return or list within the time prescribed
by law, or prescribed by the Commissioner
or the collector in pursuance of law, the
Commissioner shall add to the tax. 25 per
centum of its amount, except that when a
return is filed after such time and it is shown
that the failure to file it was due to a reason-
able cause and not to willful neglect, no such
addition shall be made to the tax: Provided,
That in the case of a failure to make and file
a return required by law, within the time pre-
scribed by law or prescribed by the Commis-
sioner in pursuance -of law, if the last date
so prescribed for filing the return is after
August 30, 1935, then there shall be added to
the tax, in lieu of such 25 per centum: 5 per
centum if the failure is for not more than 30
days, with an additional 5 per centum for
each additional 30 days or fraction thereof
during whicn failure continues, not to ex-
ceed 25 per centum in the aggregate.

(2) Fraud. In case a false or fraudulent
return or list is willfully made, the Commis-
sioner shall add to the tax 50 per centum of
its amount. -

(3) Cross reference. For additions to tax
In the case of Income tax, see sections 291
and 293, and in the case of a deficiency in gift
tax, see section, 1019.

(e) Collection of additions to tax. The
amount added to any tax under paragraphs
(1) and (2) of subsection (d) shall be col-
lected at the same time and in the same
manner and as a part of the tax unless the
tax has been paid before the discovery of the
neglect, falsity, or fraud, in which case the
amount so added shall be collected In the
same manner as the tax.

(f) Determination and assessment. The
Commissioner shall determine and assess all
taxes, other than stamp taxes, as to which
returns or lists are so made under the provi-
sions of this section.

§ 194.0-33 Extension of time for filing
returns.

26 U. S. C. 3634. EXTENSION or Tn= FOR FMT-
ING RETURNS.

If the failure to file a return (other
than a return of income tax) or list at the
time prescribed by law or by regulation made
under authority of law is due to sickness or
absence, the collector may allow such further
time, not exceeding thirty days, for making
and filing the return or list as he deems
proper.

§ 194.0-34 Payment by check and
money orders.

26 U. S. C. 3656. PAYzIENT BY CHECIx AND
MIONEY ORDERS.

(a) Certified, cashiers" and "treasurers'
checks and money orders-(1) Authority to
receive. It shall be lawful for collectors to
receive for internal revenue taxes or in pay-
ment of stamps to be used in payment of
internal revenue taxes certified, cashiers' and
treasurers' checks drawn on National and
State banks and trust companies, and United
States postal, bank, express, and telegraph
money orders, during such time and under
such regulations as the Commissioner, with
the approval of the Secretary, may prescribe.

(b) Other checks-(1) Authority to re-
ceive. Collectors may receive checks in ad-
dition to those specified in subsection (a)
in payment of taxes other than those payable
by stamp during such time and under such
rules and regulations as the Commissioner,
with the approval of the Secretary, shall
prescribe.

§ 194.0-35 Receipts for taxes.
26 U. S. C. 3659. RECEIPTS FOR TAXES.
(a) In general. Every collector and dep-

uty collector shall givp receipts for all sums
collected by him, excepting only when the
same are in payment for stamps sold and
delivered; but no collector or deputy collector
shall issue a receipt in lieu of a stamp rep-
resenting a tax.

§ 194.0-36 Authority to make abate-
ments, credits, and refunds.

26 U. S. C. 3770. AuTRoarrr TO MA ABATE-
MsENTS, CREDITS, AND REFUNDS.

(a) To taxpayers -(1) Assessments and
collections generally. Except as otherwise
provided by law in the case of income, estate,
and gift taxes, the Commissioner, subject to
regulations prescribed by the Secretary, Is
authorized to remit, refund, and pay back all
taxes erroneously or illegally assessed or col-
lected, all penalties collected without au-
thority, and all taxes that appear to be
unjustly assessed or excessive in amount, or
In any manner wrongfully collected.

(2) Assessments and collections after lim-
Itation period. Any tax (or any interest,
penalty, additional -amount, or addition to
such tax) assessed or paid after the expira-
tion of the period of limitation properly
applicable thereto shall be considered an
overpayment and shall be credited or re-
funded to the taxpayer if claim therefor is
filed within the period of limitation for filing
such claim.

(3) Date of allowance. Where the Com-
missioner has signed a schedule of over-
assessments in respect of any internal reve-
nue tax imposed by this title, the Revenue
Act of 1932, or any prior revenue Act, the
date on which he first signed such schedule
(if after My 28. 1928) shall be considered
as the-date of allowance of refund or credit
in respect of such tax.

(4) Credit of overpayment of one class of
tax against another class of tax due. Not-
withstanding any provision of law to the
contrary, the Commissioner may, in his dis-
cretion, in lieu of refunding an overpayment
of tax imposed by any provision of this
title, credit such overpayment against any
tax due from the taxpayer under any other
provision of this title.

(5) Delegation of authority to collectors
to make refunds. The Commissioner, with
the approval of the Secretary, is authorized
to delegate to collectors any authority, duty,
or function which the Commissioner is au-
thorized or required' to exercise or perform
under paragraph (1), (2), (3), or- (4) of
this subsection, or under section 322 or 1027,
where the amount involved (exclusive of
interest, penalties, additions to the tax, and
additional amounts) does not exceed $10,000.

(6) Cross references.
* * * .

§ 194.0-37 Rules and regulations.
26 U. S. C. 3791. RULES AND RMOULATION0,
(a) Authorization-(1) In general. E19-

cept as provided in section 1928 (a), Cotton
Futures, section 2599, Marihuana, ecotion
2559, Narcotics, section 3176, Liquor, and sec-
tion 1805, Silver, the Commissioner, with the
approval of the Secretary, shall prescribe and
publish all needful rules and regulations for
the enforcement of this title.

(2) In case of change in law. The Com-
missioner may make all such regulations, not
otherwise provided for, as may havo become
necessary by reason of any alteration of law
in relation to internal revenue.

(b) Retroactivity of regulations or rulings.
The Secretary, or the Commissioner with the
approval of the Secretary, may prescribe the
extent, if any, to which any ruling, regula-
tion, or Treasury Decision, relating to the
internal revenue laws, shall be applied with-
out retroactive effect.

§ 194.0-38 Verification of returns;
penalties of perjury.

26 U. S. C. 3809. VERIFICATION OF R'ra.U-5
PENALTIES OF PERJURY.

(a) Penalties. Any person who willfully
makes and subscribes any return, statement,
or other document, which contains or l
verified by a written declaration that it io
made under the penalties of perjury, and
which he does not believe to be true and
correct as to every material matter, shall be
guilty of a felony, and, upon conviction
thereof, shall be fined not more than $2,000 or
Imprisoned not more than five years, or both,

(b) Signature presumed correct. The fact
that an individual's name is signed to a
return, statement, or other doQument filed
shall be prima facie evidence for all purposes
that the return, statement, or other docu-
ment was actually signed by him.

(c) Verification In lieu of oath. The Com-
missioner, under regulations prescribed by
him with the approval of the Secretary, may
require that any return, statement, or other
document required to be filed under any pro-
vision of the internal revenue laws shall con-
tain or be verified by a written deelaratloi
that It Is made under the penalties of perjury,
and such declaration shall be in lieu of any
oath otherwise required.

Subpart A-Scope of Regulations

§ 194.1 Wholesale and retail dealers
in liquors. These regulations, "Regula-
tions 20, Wholesale and Retail Dealers
In Liquors" (26 CFR Part 194) contain
the procedural and substantive require-
ments relative to special taxes and other
requirements as to wholesale and retail
dealers In distilled spirits, wines, and
fermented malt liquors. The provisions
of this part cover special taxes incurred
through the sale of liquors, changes in
location, proprietorship, or control of
premises subject to special tax; refunds
and redemption of special tax stamps;
packaging of alcohol for Industrial pur-
poses; use of bottle strip stamps; and the
maintenance of records by dealers in
liquors.

§ 194.2 Territorial extent. The pro-
visions of this part shall be applicable to
the several States of the United States,
the Territories of Alaska and Hawaii,
and the District of Columbia,

Subpart -- Deflnifons

§ 194.5 Meaning of terms. As used In
this part, unless the context otherwise
requires, terms shall have the meanings
ascribed In this subpart.

§ 194.6 Assistant Regional Commis-
stoner "Assistant Regional Commis-
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sioner" shall mean an Assistant Regional
CommissionerAlcohol and Tobacco Ta.

§ 194.7 Commssoner. "Commis-
sioner" shall mean the Commissioner of
Internal Revenue.

§ 194.8 District Director. "District
Director" shall mean a District Director
of Internal Revenue.

§ 194.9 Fiscal year. "TIscal year"
shall mean the period from July 1 of
each calendar year to and including June
30 of the following calendar year.

§ 194.10 Gallon. "Gallon" or "wine
gallon" shall mean a United States gal-
lon-of liquid measure eqmvalent to the
volume of 231 cubic inches.

.4194.11 .- R. C. "L. R. C." shall mean
the Internal Revenue Code.

§ 194.12 Person. "Person" shall in-
elude a natural person, corporation,
partnership, trust or estate, joint-stock
company, association or other unmicor-
porated organization or group, fiduciary,
a State, city, county, mumcipality, or
other political subdivision.

§ 19413 U. S. C. "U. S. C.' shall
mean the United States Code.

Subpart C-Special Taxes

§ 194.20 Basis of tax. Special taxes
are" imposed upon the engaging in or
carrying on the business or occupation
of selling or offering for sale alcoholic
liquors fit for use as a beverage. No
person shall be engaged in or carry on
any business or occupation hereinafter
mentioned unless he has paid special tax
therefor in the manner provided in this
part.
(53 Stat. 388 as amended, 391; 26 U. S. C.
3250. 3253)

§ 194.21 Agents and auctioneers. A
person who sells merely as the agent or
employee of another is not subject to
special tax. Auctioneers selling on be-
half of others are within this category.
(53 Stat. 388 as amended; 26 VU. S. C. 3250)

§ 194-22 Selling or offering for sale.
Whether the activities of any person
constitute selling or offering for sale is
to be determined by the facts in each
-case, but any course of selling, though
to a restricted class of persons or without
a view to profit, Is within the meaning
of the statute.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.23 Single sale. A single sale,
unattended by circumstances showing
the one making the sale to be engaged
in business, does not create special tax
liability.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.24 Brokers or agents. A broker
or agent may solicit orders for liquors in
-the name of a customer or principal, re-
ceive a commission for his services and
make collections for his customer or
principal without incurring liability to
special tax. A xetail dealer in liquors, or
a xetail dealer in malt liquors, receiving
and transmitting to a wholesale dealer
orders for liquors or malt liquors, as the
case may be, in wholesale quantities does
iot incur liability to special tax as a
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wholesale dealer If he merely transmits
the orders and the liquors or malt liquors,
as the case may be, are billed, charged,
and shipped to the customers by the
wholesaler. No special tax liability Is
incurred even though the retail dealer
receives a commission on such sales or
guarantees the payment of the accounts.
(53 Stat. 391; 20 U. S. C. 3254)

§ 194.25 ClassIfication of alcoholic
liquors. There are three general class[-
fications of alcoholic liquors for purposes
of .special tax: (a) distilled spirits, (b)
wines, and (c) fermented malt liquors.
Distilled spirits include alcohol, whisky,
brandy, gin, rum, vodka, cordials, li-
queurs, cocktails, etc. Wines include
still wines, champagne, sparkling and
carbonated wines, vermouth, etc. Fer-
mented malt liquors include such prod-
ucts as beer, ale, stout, porter, sake, etc.
(53 Stat. 298 as amended, 347 as amended.
365 as amended; 26 U. S. C. 2800, 3030, 3150)

§ 194.26 Retail dealers in liquors; per-
sons liable. Every person who Sells, or
offers for sale, foreign or domestic dis-
tilled spirits, wines, or malt liquors,
otherwise than as provided in this part,
in less quantities thanw wine gallons to
the same person at the same time is a
retail dealer in liquors and shall pay the
special tax imposed.
(53 Stat. 291; 20 U. S.C. 3254)

§ 194.27 Lawful sales by retail dealer
in liquors. A person who pays special
tax as a retail dealer in liquors may sell
either distilled spirits, wines, or malt
liquors, or any two or all three of them.
He may sell all three classes of liquors to
the same person at the same time: Pro-
vided, That the quantity of each class is
less than 5 wine gallons. For example,
he may sell 4 gallons of distilled spirits,
4 gallons of wine, and 4 gallons of malt
liquors in one transaction. He may not
sell either distilled spirits, wines, or malt
liquors i quantities of 5 wine gallons or
more to the same person at the same
time without incurring liability to special
tax as wholesale dealer in liquors.
(53 Stat. 391; 26 U. S. C. 3254)

§ 194.28 Wholesale sales bY retail
dealer in liquors. Where a retail dealer
in liquors accepts an order for 5 wine
gallons or more of distilled spirits or
wines, a transaction has been made in a
wholesale quantity, notwithstanding the
order is filled and delivery is made in
parcels of less than 5 wine gallons and on
different dates. Except as provided in
§ 194.180, liability to special tax as a
wholesale liquor dealer is incurred where
two or more orders for 5 wine gallons or
more are accepted under such conditions
during a fiscal year, or where circum-
stances surrounding acceptance of a sin-
gle order show the person is engaged in
business as a wholesale liquor dealer.
Similarly, liability to special tax as a
wholesale dealer in malt liquors is In-
curred by a retail dealer in liquors when
he accepts orders for 5 wine gallons or
more of malt liquors, except as provided
n § 194.181.

(53 Stat. 391; 26 U. S. C. 3254)
§ 194.29 Wholesale dealers in liquors;

piersons liable. Every person who sells,

or offers for sale, foreign or domestic
distilled spirits, vnes, or malt liquors in
quantities of 5 wine gallons or more to
the same person at the same time is a.
wholesale dealer in liquors and shall pay
the special tax imposed.
(53 Stat. 1; 26 U. S. C. 3254)

§ 194.30 Retail sales by wholesale
dealers in liquors. A wholesale dealer la
liquors who sells or offers for sale dis-
tilled spirits, wines, or malt liquors in
quantities of less than 5 wine gallons to
the same person at the same time must
pay special tax as a retail dealer in
liquors.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.31 Retail dealers in malt liq-
uors; persons liable. Every person who
-sells, or offers for sale, malt liquors in
less quantities than 5 gallons to the same
person at the same time, and who does
not sell or offer for sale distilled spirits
or wines, shall be regarded as a retail
dealer in malt liquors and shall pay the
special tax imposed.
(53 Stat. 391; 20 U. S. C. 3254)

§ 194.32 Wholesale sales by retail
dealers in malt liquors. A retail dealer
in malt liquors who sells, or offers for,
sale, malt liquors in quantities of 5 gal-i
Ions or more to the same person at the
same time subjects himself to special tax
as a wholesale dealer in malt liquors.
(53 Stat. 391; 20 U. S. C. 3254)

§ 194.33 Retail dealer in malt liquors
selling other classes of alcoholic liquors.
When a retail dealer in malt liquors sells,
or offers for sale, other classes of al-
coholic liquors in quantities of less than
5 wine gallons to the same person at the
same time, he must pay special tax as
retail dealer in liquors.
(53 Stat. 391; 20 U. S. C. 3254)

§ 194.34 Wholesale dealers 2. malt
liquors; persons liable. Every person
who sells, or offers for sale, malt liquors
in quantities of 5 gallons or'more to the
same person at the same time, and who
does not sell or offer for sale distilled
spirits or wines at wholesale, shall be
regarded as a wholesale dealer in malt
liquors and shall pay the special tax
imposed.
(53 Stat. 391; 26 U. S. C. 3254)

§ 194.35 Retail sales byi wholesale
dealers in malt liquors. A wholesale
dealer in malt liquors may not sell or
offer for sale such liquors in quantities
of less than 5 gallons to the same person
at the same time without incurring lia-
bility to special tax as a retail dealer m
malt liquors.
(53 Stat. 391; 20 U. S. C. 3254)

§ 194.36 Wholesale dealer in malt liv-
vors selling other classes of alcoholic
liquors. A wholesale dealer in malt liq-
uors may not sell, or offer for sale, dis-
tilled spirits or wines without incurring
liability to special tax as a retail or
wholesale dealer in liquors, dependinS
upon the quantity sold to the same per-
son at the same time.
(53 Stat. 391; 26 U. S. C. 3254)
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§ 194.37 Sales to members by clubs oi
similar organization. A club or similai
organization furnishing liquors to its
members under conditions constituting
sale is required to pay special tax.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.38 Club or similar organization
accepting orders from members. A clut
or similar organization which sells liq-
uors to its members by accepting orders
therefor, furnishing the liquors so or-
dered and collecting the price thereof,
is required topay special tax.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.39 Bar conducted by- club or
similar organization at outings. A club
or similar organization conducting a bar
for the sale of liquors, on the occasion of
an outing, picnic, or other entertain-
ment, must pay special tax. The special
tax stamp held by the proprietor of the
premises where the bar is located will not
relieve the club or similar organization
from special tax liability.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.40 Purchases by club or similar
organization for members. Special tax
is not incurred when a club or similar
organization collects money an advance
from its members for the purchase of
liquors for their consumption, or ad-
vances such money upon an agreement
with the members for reimbursement.
However, special tax is incurred if the
club or similar organization purchases
liquors without prior agreement with the
members and subsequently recoups.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.41 Restaurants serving liquors
with meals. Proprietors of restaurants
and other persons who serve liquors with
meals to customers, though no separate
or specific charge for the liquors is made,
are required to pay special tax.
(53 Stat. 388 as amended; 26 U.-S. C. 8250)

§ 194.42 Hospitals. Hospitals and
similar institutions furnishing liquors to
patients are not required to pay special
tax, provided no specific or additional'
charge is made for the liquors so-fur-
nished.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.43 States, counties, and municz-
palities. A State, county, city, munici-
pality, or other political subdivision en-
gaged in the business of selling, or offer-
ing for sale, liquors is not exempt from
the payment of special tax.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.44 Sales in violation of State
law. Persons who dngage in the sale, or
offering for sale, of liquors in violation of
State laws, are required to pay special
tax. The special tax stamp is not a
license or permit, and does not protect
such persons from prosecution under the
State laws.
(53 Stat. 395; 26 U. S. C. 3276)

§ 194.45 Sales of denatured alcohol or
articles. Any person who sells dena-
tured alcohol, denatured rum, or any sub-
stance or preparation made with or-con-
taining denatured alcohol or denatured
rum, for use, or for sale for use, for

beverage purposes, or who sells any of
such products under circumstances from
which it might reasonably appear that it
is the intention of the purchaser to pro-
cure the same for sale or use for bever-
age purposes, shall pay special tax.
(53 Stat. 359; 26 U. S. C. 3111)

§ 194.46 Sales by agencies and instru-
mentalities of the United States. See-
tion 3283 of the Internal Revenue Code,
effective September 23, 1950, provides
that any tax imposed by Chapter 27 of
the Internal Revenue Code shall apply
to any agency or instrumentality of the
United States unless such agency or in-
strumentality is granted by statute a
specific exemption from such tax. Ac-
cordingly, any agency or instrumentality
of the United States, including post ex-
changes, ship's stores, ship's service
stores, and commissaries established and
conducted under the regulations of the
Department of Defense, engaging in the
business of selling, or offering for sale,
alcoholic liquors, must pay special tax
for the carrying on of such business on
and after September 23, 1950. Any can-
teen, club, mess or similar organization
operated under regulations of the De-
partment of Defense, whether or not
located on the premises of the Depart-
ment of Defense, selling, or offering for
sale, liquors, is liable to special tax for
any period during which the orgamza-
tion carries on the business.
(53 Stat. 391, 64 Stat. 964; 26 U. S. C. 3254,
3283)

§194.47 Warehouse receipts covering
spirits. Since the sale of warehouse re-
ceipts for distilled spirits is equivalent
to the sale of distilled spirits, every per-
son who sells, or offers for sale, ware-
house receipts for distilled spirits held
in registered or fruit distilleries or stored
in internal revenue bonded warehouses,
customs bonded warehouses, or else-
where, incurs liability to special tax as
a dealer in liquors at the place where
such warehouse receipts are sold, or of-
fered for sale, and must file return and
pay occupational tax as provided m
§§ 194.103 -and 194.104, unless exempted
by the provisions of §§ 194.189-194.194
and 194.197.
(53 Stat. 388 as amended, 391; 26 U. S. C.
3250, 3254)

§ 194.48 Single sale of warehouse re-
cezpts by an investor A single sale in-
volving one or more warehouse receipts
by an investor, as distinguished from one
who is engaged in the business of selling
warehouse receipts, does not subject the
vendor to special tax.
(53 Stat. 390; 26 U. S. C. 3251)

LITED SPEcrAL TAx
§ 194.49 Sales of wines and malt liq-

uors at fairs, picnics and similar enter-
tamments. Each person desiring to
sell fermented malt liquor or wine, or
both, at retail to members, guests, or
patrons of bona fide fairs, reunions, pic-
nics, carnivals, or similar outings, and
eachfraternal, civic, church, labor, char-
itable, benevolent, or ex-service men's
organization desiring to sell fermented
malt liquor or wine, or both, on the oc-
casion of any kind of entertainment,

dance, picnic, bazaar, or festival hold by
it, may obtain from the District Director
for each calendar month for which any
such sales are to be made (a) a retail
dealer In malt liquor limited special tax
stamp, if fermented malt liquor only Is
to be sold, or (b) a retail dealer In liq-
uors limited special tax stamp, If wine
only, or wine and fermented malt liquor
only, are to be sold. Application on
Form 11, and payment of the special tax
of $2.20 shall be made to the District
Director before any such sales are made,
(53 Stat. 388 as amended; 20 U. S. 0. 8250)

§ 194.50 Persons who may not pro-
cure limited special tax stamps, No
person or organization otherwise en-
gaged in business as a wholesale or retail
dealer in liquors, or as a wholesale or
retail dealer In malt liquors, will be per-
mitted to procure a limited special tax
stamp as a retail dealer in liquors or as a
retail dealer In malt liquors,
(53 Stat. 388 as amended; 26 U. S. 0. 8250)

§ 194.51 Change o1 location. A per-
son holding a limited ($2.20) special tax
stamp as a retail dealer In liquors or as
a retail dealer In malt liquors may, dur-
ing the calendar month for which the
stamp.is Issued, remove his business to a
location other than that stated on the
stamp and continue such business for
the remainder of the calendar month
without paying additional special tax,
provided the removal is registered with
the District Director, as provided in
§§ 194.150-194.152.
(53 Stat. 396; 26 U. S. C. 3280)

Subpart D-Places Sublect to Special Tax
§ 194.60 Each place of business tax-

able. Except as provided In §§194,182
and 194.183, liability to special tax is in-
curred at each and every place where
distilled spirits, wines, or malt liquors
are sold or offered for sale.
(53 Stat. 3M5; 26 U. S. 0. 3278)

§ 194.61 Place of sale. The place at
which ownership of liquors Is trans-
ferred, actually or constructively, Is the
place of sale.
(53 Stat. 395; 26 U. S. 0. 3278)

§ 19462 Place of offering for sale.
Liquors are offered for sale (a) at the
place where they are kept for sale and
where a sale may be effected, or (b) at
any place where sales are consummated.
Liquors are not offered for sale by send-
ing abroad an agent to take orders, or by
establishing an office elsewhere for the
mere purpose of taking orders, provided
in each case the orders received by the
agent are transmitted to the principal
for acceptance at the place where the
principal holds a special tax stamp.
(53 Stat. 305; 26 U. S. C. 3278)

§ 194.63 Place of storage. Special tax
Is not required to be paid for warehouses
and sinlilar places which are used by
dealers merely for the storage of liquors
and which are not places where orders
for liquors are accepted. Where orders
for liquors are received and duly ac-
cepted at a place where a special tax
stamp Is held, the subsequent actual de-
livery of the liquors from a place of stor-
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age does not require the payment of
special tax at such place of storage. A
dealer holding a speciatax stamp at a
given place, who permits actual delivery
of liquors from a warehouse at another
place, withoutprior constructive delivery
by the acceptance of an order therefor
at the place covered by the special tax
stamp, is liable for special tax at the
place of delivery.
(53 Stat. 295; 26 U. S. C. 3278)

§ 194.64 Caterers. Where the con-
tract of a caterer for the furnishing of
a dinner -including liquors, is made at
his place of business where he holds S
special tax stamp, no liability to special
tax is incurred by the serving of the liq-
uors at a different locdtion.
(53 Stat. 395; 26 U. S. C. 3278)

§ 194.65 Peddling. Except as set forth
in §§ 194.182 and 194.183, internal reve-
nue laws do not contemplate the ped-
dling of distilled spirits, wines, or malt
liquors, nor permit the issuance of any
special tax stamp to cover peddling ac-
tivities. Persons peddling liquors and
not meeting the exemption in §§ 194.182
and 194.183, are subject to special tax
at each place where sales are consum-
-mated.
(53 Stat. 395; 26 U. S. C. 2278)

SALES AT TWO Ors OP BARS OIT 3E SAM

§ 194.66 Two or mnore 'bars with in-
tercommuncation. Where an owner or
lessee conducts two or more bars, which
have such iitercommunication as Will
enable patrons to move freely from one
bar to another without leaving the prem-
ises under his control, the various bars
shall be regarded as parts of one place
of business for wnch but one special tax
stamp as required.
(53 Stat. 295; 26 U. S. 0. 3278)

§ 194.67 Two or more bars without in-
tercommuntcation. Where the proprie-
tor of premises, other than those de-
scribed in J§ 194.69 and 194.70, lets to
another the privilege of selling liquors
thereon at two or more bars, which are
separated from each other by space un-
der the control of the proprietor or any
other person, such bars shall be regarded
as separate places of business and special

-tax must be paid for each bar.
(53 Stat. 395; 26 U. S. -C. 3278)

§ 194.68 Segregated establishment.
One special tax stamp Is not sufficient to
cover the operation of two bars on the
same premises, if the proprietor excludes,
for example, Negroes from the bar re-
served for whites, or whites from the bar
reserved for Negroes. One special tax
stamp is sufficient for one bar at which,
for example, both whites and Negroes
are served, notwithstanding the races are
separated by a partition.
(53 Stat. 395; 26 U. S. C. 3278)

§ 194.69 Hotel, ball park, race track,
etc.; sales throughout the vremses. The
proprietor of a hotel, ball park, race
track, stadium, pavilion, or other similar
enclosure constituting one premises, who
engages in the business of selling liquors
throughout such enclosure, including
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sales from baskets or containers by his
employees in his behalf, is required to
pay but one special tax for such enclo-
sure. Each concessionaire having the
same privilege throughout the enclosure,
whether such privilege is exercised sepa-
rately or simultaneously with the pro-
prietor or another concessionaire, or
concessionaires, is likewise required to
pay but one special tax for such enclo-
sure.
(53 Stat. 395; 26U. S. c. 3278)

§ 194.70 Hotel, ball park, race track,
etc., sales confined to limited area.
Where the proprietor of a hotel, ball
park, race track, stadium, pavilion, or
other similar enclosure constituting one
premises confines the operations of a
concessionaire, or concessionaires, to a
lifilted area, or areas, within the enclo-
sure, special tax is due from each con-
cessionaire for each such area regardless
of the number of bars therein: Provided,
That If there are two or more bars with-
in one such limited area, there must be
intercommunication within such area
freely open to the public, otherwise
special tax will be due for each place of
sale. A proprietor who reserves the right
to sell liquor within an enclosure where
a limited concession, or concessions, have
been granted, but outside the area, or
areas, allotted to the concessionaire, or
concessionaires, Is subject to one special
tax unless the space, or spaces, reserved
by the proprietor are completely sepa-
rated by the area, or areas, allotted to-the
concessionaire, or concessionaires, in
which case the proprietor Is subject to
special tax for each such separate space
where sales are made and is also subject
to the ruling as to intercommunication,
If two or more bars are maintained in
any area.
(53 Stat. 395; 26 U.S. C. 3278)

Subpart E-Each Buinoss Taxablo

§ 194.80 Different businesses of same
ownership and location. Where more
than one taxable business Is conducted
by the same person at the same place,
special tax for each business must be
paid at the rates severally prescribed.
(53 Stat. 396; 26 U. S. C. 3279)

§ 194.81 Retail and wholesale dealer
tn liquors at same location. A person
who engages in or carries on the busi-
nesses of a retail and wholesale dealer in
liquors (different businesses under the
law) at the same place Is subject to spe-
cial tax for each business.
(53 Stat. 396; 26 U. S. 0. 3279)

§ 194.82 Retail and wholesale malt
liquor dealer at same location. A person
who engages in or carries on the busi-
nesses of a retail and wholesale malt
liquor dealer (different businesses under
the law) at the same place Is subject to
special tax for each business.
(53 Stat. 390; 26 U. S. . 3279)

§ 194.83 Retail dealer in malt liquors
and retail dealer in liquors at same loca-
tion. A person who begins business as
a retail dealer in malt liquors and pro-
cures the requisite special tax stamp as
such, and thereafter during the same or
a subsequent month begins business as a

retail dealer in liquors (a different busi-
ness under the law) must -pay special
tax and procure a special tax stamp as a
retail dealer in liquors. Under such
conditions, the retail dealer in malt liq-
uors special tax stamp is not subject to
redemption.
(53 Stat. 396; 26 U. S. C. 3279)

§ 194.84 Mixng cocktails. A retail
dealer in liquors who mixes cocktails or
compounds any alcoholic liquors in ad-
vance of sale, except for the purpose of
filling, for immediate consumption on
the premises, orders received at the bar
or in the expectation of the immediate
receipt of such orders, incurs liability to
special tax as a rectifier.
(53 Stat. 396; 26 U. S. 0. 3279)

Subpart F--PartnershIps

4 194.90 Liability of Partners. Any
number of persons carrying on one busi-
ness in copartnership at any one place
during any fiscal year shall be required
to pay but one special tax for such busi-
ness.
(53 Stat. 388 an amended, 394,395; 26 U. S. C.
3250, 3270, 3277)

§ 194.91 Preparati= of special tax
stamp. In issuing a special tax stamp
to a partnership, the District Director
shall show thereon the name of each
and every person disclosed on the part-
nership's Form 11, followed by the firm
or trade name, if any. The issuance by
the District Director of a special tax
stamp in a firm or trade name only is
not authorized.
(53 Stat. 383 az amended, 394,393; 26 U. S. C.
3250, 3270, 3277)

§ 194.92 Addition of partners or mti-
corporation of partnershzp. Where a.
number of persons who have paid special
tax as copartners admit one or more new"
members to the firm or form a corpora-
tion (a separate legal entity) to take over
the business, the new firm or corporation
so formed shall pay special tax computed
from the first day of the month in which
it commenced business.
(53 Stat. 388 a5 anended, 394, 335; 26 U. S. C.

3250, 3270, 3277)
§ 194.93 Formation of a partnership

by two dealers. Where two persons, each
holding a special tax stamp for a busi-
ness carried on by himself, form a part-
nership, the firm must pay special tax
to cover the business conducted by the
partnership.
(53 Stat. 383 as amended. 394,395; 26 U.S. C.
3250, 3270, .3277)

§ 194.94 Withdrawal of one or more
partners. When a member, or members,
withdraw from the partnership the re-
maninng partner, or partners, may, with-
out incurring additional special tax li-
ability, carry on the same business at
the same address for the balance of the
taxable period for which special tax was
paid, provided the partner, or partners,
remaining file with the District Director
from whom the special tax stamp was
purchased, within 30 days after the date
he or they begin to carry on the business,
a return on Form 11, showing the basi
of succession. If the notice of succession
is not filed with the District Director
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within 30 days from the date the re-
maming partner, or partners, begin to
carry on the business, he or they- will
become liable to additional special tax
computed from the 1st day of the calen-
dar month in which he or they began to
carry on the business to and including
June 30 following. (See §§ 194.168-
194.171.)
(53 Stat. 388 as amended, 394, 395; 26 U. S. C.

3250, 3270, 3277)

Subpart G-Payment of Special Tax

§ 194.100 Speczat tax rates. Special
taxes are imposed upon liquor dealers at
the following annual (fiscal year) rates:
Retail dealers in liquors ---------- $50. 00
Wholesale dealers in liquors -------- 200.00
Retail dealers in fermented malt

liquors -------------------------- 22.10
NVholesale dealers in fermented malt

liquors -------------------------- 1 00. 00
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.101 Date special tax is due. All
special taxes become due on the 1st day
of July of each year, or on the 1st day of
the month in which a taxable business or
occupation is commenced.
(53 Stat. 394; 26 U. S. C. 3271)

§ 194.102 Computation of special tax.
In the case of a person engaged in busi-
ness during the month of July, the lia-
bility shall be reckoned for the entire
fiscal year beginning July 1 and ending
June 30 following. Where business is
commenced subsequent to July, the lia-
bility shall be.reckoned proportionately
from the 1st day of the month in which
business is commenced to June 30 follow-
ing. For example, a person commenc-
ing business in August is liable to special
tax for 11 months, or eleven-twelfths of
the annual tax. If business is discon-
tinued before the end of the fiscal year,
the amount of tax is not thereby reduced.
(53 Stat. 394; 26 U. S. C. 3271)

§ 194.103 Filing of return and pay-
ment of special tax. Persons liable to
special tax shall render their returns on
Form 11, with remittances to the District
Director of the district in which the busi-
ness is carried on, at such time within
the calendar month in which the special
tax liability commenced as shall enable
the District Director to receive such re-
turn and remittance not later than the
last day of the month.
(53 Stat. 394; 26 U. S. C. 3272)

§ 194.104 Method of payment.- Pay-
ment must be made in cash, or by United
States post office money order, or certi-
fied check; uncertified checks will not
be accepted.
(53 Stat. 394, 58 Stat. 912; 26 U. S. C. 3272,
3656)

SPECIAL TAX RETURN, FORM 11
§ 194.105 Data required. Special tax

returns shall be made on Form 11, which
may be procured from the District Di-
rector of Internal Revenue of the district
in which the business is located, and
shall disclose, in the space provided, the
following:

(a) The true name of the taxpayer,
which may be followed by the words
"trading as" and any trade name under
which the business may be conducted.
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(b) In the case of a partnership, the
true names of each and every person
comprising the partnership.

(c) The exact location of the place of
business, as by name and number of
building or street and, where these do
not exist, by some particularization in
addition to the post office address.

(d) The kind of liquor business car-
ried on.
(53 Stat. 394; 26 U. S. C. 3270)

§ 194.106 Execution of Form 11. The
return of an individual proprietor shall
be signed by the proprietor* the return
of a partnership shall be signed by a
member of the firm; and the return of
a corporation shall be signed by an officer
thereof. In-each case, the person sign-
ing the return shall designate his capac-
ity as "individual owner," "member, of
firm," or, in the case of a corporation,
the title of the officer. Receivers, trus-
tees, assignees, executors, administrators,
and other legal representatives who con-
tinue the business of a bankrupt,
insolvent, deceased person, etc., will indi-
cate the fiduciary capacity in which they
act. Returns signed by persons as agents
will not be accepted unless they file with
the District Director a power of attorney,
authorizing them so to act. Form 11
must be verified by a written declaration
that the return has been executed under
the penalties of perjury.
(53 Stat. 394, 63 Stat. 667; 26 U. S. C. 3270,
3809)

§ 194.107 Extensions of time for filing
returns. In the case of illness of the sole
proprietor, or the unavoidable absence of
the sole proprietor from his business, the
District Director may grant such further
extension of time, not exceeding 30 days
from the date the return is due, for the
filing of Form 11 as he deems proper.
Application for extension of time for fil-
ing the return must be made in writing
and addressed to the District Director of
the district in which the business is lo-
cated and must contain a full recital of
the causes of delay.
(53 Stat. 394, 441; 26 U. S. C. 3272, 3634)

§ 194.108 Penalty for failure to file re-
turn. Any person liable to special tax
who, without reasonable cause, fails to
file a return on Form 11 within the cal-
endar month in which special tax ability
commenced shall be subject to a delin-
quency penalty computed on the total
amount of special tax due. The penalty
shall be 5 percent if the failure is not for
more than 30 days, and an additional 5
percent for each additional 30 days or
fraction thereof during wnch the delin-
quency continues, but not to exceed 25
percent in the aggregate.
(53 Stat. 437; 26 U. S. C. 3612)

DELINQUENT RETURNS

§ 194.109 Reasonable causes for de-
linquency. The penalty set forth in
§ 194.108 will be asserted and collected
in every case in which a special tax re-
turn is not filed within the calendar
month in which the tax liability com-
menced, unless an extension of time is
granted under § 194.107 or a reasonable
cause for delinquency is clearly estab-
lished by the taxpayer. The following,

when clearly established, may be ac-
cepted by District Directors and Assist-
ant Regional Commissioners as reason-
able causes:

(a) Where the return was mailed in
time (whether or not the envelope con-
taining the return had sufficient post-
age) to reach the District Director's
office, In normal course of mails, on or
before the last day of the month in which
the special tax liability commenced, If
the due date falls on a non-work day,
whether Saturday, Sunday, or some
other specified day, a r~turn mailed in
time to reach the District Director's
office before the close of the first work
day immediately following the duo date
shall be considered to have been timely
filed.

(b) Where return was filed within the
legal period but in the wrong Internal
revenue district, or directly In the Com-
missioner's office.

(c) Where the delay or failure to file
was due to erroneous information given
the taxpayer by an Internal revenue offi-
cer or employee.

(d) Where the delay was caused by
death or serious illness of the taxpayer
or by serious illness in his immediate
family.

(e) Where the delay was caused by
unavoidable absence of the taxpayer,

(f) Where delinquency was caused by
the destruction by fire or other casualty
of the taxpayer's place of business or
business records.

(g) Where the taxpayer, prior to the
time for filing return, made timely up-
plication to the District Director's office
for proper blanks and these were not
furnished him in sufficient time to per-
mit the executed return to be filed on
or before Its due date.

(h) Where the taxpayer proves that
he personally visited the office of the
District Director or collection officer be-
fore the expiration of the time within
which to file return for the purpose of
securing information or aid properly to
make out his return, and through no
fault of his own was unable to see the
representatives of the Service.

§194.110 Other alleged causes.
Where other grounds are alleged as rea.
sonable causes for delinquency in filing a
return on Form 11, a statement In ex-
planation thereof shall be filed by the
taxpayer with the District Director with
the Form 11, except as provided In
§ 194.111. The reasonableness of othol
alleged causes will be determined by the
District Director on the facts submitted,
The policy generally to be followed Is that
a cause for delinquency which appeals to
a man of ordinary prudence and intelli-
gence as a reasonable cause for delay In
filing the return and which clearly nega-
tives a willful Intent to disobey the tax.
mi statutes, or gross negligence, will be
accepted as reasonable. Mere Ignorance
of the law will not be considered a rea-
sonable cause.
(53 Stat. 437; 26 U. S. C. 3612)

§ 194.111 Delinquency discovered by
ofleer working under direction of Assist-
ant Regional Commissioner Where the
delinquency Is discovered by an Internal
revenue officer working under the dire.
4ion of the Assistant Regional Commis.
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sioner, and the return on Form 11 is
fled by or with such officer, a statement
in explanation of the delinquency shall
be attached to the Form 11 and trans-
mited to the Assistant Regional Com-
missioner, -who will determine the rea-
sonableness of other alleged causes on
the facts submitted.
(53 Stat. 437; 26 U. s. c. 3612)

§ 194.112 Causes not considered rea-
sonable. Where grounds other than
those listed in § 194.109 are alleged as
reasonable causes, but it is determined
by the Assistant Regional Commissioner
or District Director, as the case might
be, that the cause is not one to be con-
sidered as reasonable within the provi-
sions of § 194.110 and 194.111 the pen-
alty shall be asserted, entered on the
District Director excise tax list, and
collected.
(53 Stat. 437; 26 U. S. C. 3612)

Subpart H-Special Tax Stamps
§ 194.120 Issuance of stamps. Upon

receipt of a return properly executed on
Form 11, together with a remittance in
the proper amount, the District Director
will issue an appropriately designated
stamp to the taxpayer. District Direc-
tors and collection officers are prohibited
from issuing special tax stamps before
the tax is fully paid.
(53 Stat. 394; 26 U. S. C. 3273)

§ 194.121 Recept m lieu of stamp
prolhibited. District Directors and col-
lection officers are 'prohibited from issu-
mng a receipt in lieu of a stamp. A
receipt may be furnished only pending
the issuance of a stamp, or where the tax
liability relates to a prior fiscal Year.
(53 Stat-448; 26 U. S. C. 3659)

§ 194122 Stamps covertngbusinesszn
molation of State law. District Directors
are without authority to refuse to issue
a special tax -tamp to a liquor dealer
engaged in business in violation of State
law. The stamp is not a Federal permit
or license, but is merely a receipt for the
tax. The stamp affords the holder no
protection against prosecution for viola-
tion of State law.
(53 Stat. 395; 26 U. S. C. 3276)

,§ 194-123 Stamps not transferable. A
special tax stamp may not be sold or
transferred to another dealer.
(53 Stat. 394; 26 U. S. C. 3273)

STAmPS FOR PASSENGER TRAINS AND
VESSELS

§ 194.124 General. Special tax
stamps may be issued to persons carry-
ing on the business of retail dealers in
liquors or xetail dealers in malt liquors
upon passenger railroad trains or upon
steamboats or other vessels engaged in
the - business of carrying passengers.
The regular retail liquor dealer and're-
tail malt liquor dealer stamps shall be
issued in such cases.

(53 Stat. 392; 26 U. S. C. 3255)
§ 194.125 Transfer of speezal tax

stamps. Special tax stamps issued for
the retailing of liquors on passenger
trains and vessels are-to be made mn gen-
eral terms "In the United States." The
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taxpayer may transfer such stamps from
one passenger train or vessel to another
on which he does business without
registering the transfer with a District
Director.
(53 Stat. 392; 26 U. S. 0. 3255)

§ 194126 Sales on passenger trains
and vessels. The provisions of §§ 194.69
and 194.70 are equally applicable to pas-
senger railroad trains and to steamboats
or other vessels engaged n the business
of carrying passengers.
(53 Stat. 392, 395; 26 U. S. C. 3255, 3278)

§ 194.127 Vessel not engaged in car-
rmng passengers. A special tax stamp
may not be Issued for the retailing of
liquor on any boat that is not engaged
in the business of carrying passengers.
(53 Stat. 392; 26 U. S. C. 3255)

STA=nS FOR RETAIL DEALERS "AT L?&nc."
§ 194.128 General. A retail liquor

dealer or retail dealer in malt liquors
whose business is such as to require him
to travel from place to place in different
States of the United States, such as those
who sell at carnivals or circuses, may
procure a special tax stamp "At Large"
covering his activities throughout the
United States with the payment of but
one special tax as a retail dealer in liquors
or as a retail dealer In malt liquors, as the
case may be.
(53 Stat. 392; 26 U. S. C. 3155)

§ 194.129 Form 11 to show nature of
bu ness. A retail liquor dealer or retail
dealer in malt liquors who desires a spe-
cial tax stamp "At Large" will so note on
Form 11 filed with the District Director
to whom the special tax is paid, and will
state thereon the nature of his business.
Before issuing a special tax stamp "At
Large," the District Director will satisfy
himself that the applicant lT entitled to
obtain a stamp so designated.
(53 Stat. 392; 26 U. S. C. 3255)

§ 194.130 Business in more than one
State. A special tax stamp "At Large"
may not be issued to a dealer whose busi-
ness cf6es not require him to travel from
place to place In more than one State.
(53 Stat. 392; 26 U. S. C. 3255)

STAMPS FOR DEALERS I2 WINMS ONLy, OR
WINES AND MALT LIQUORS OzzLY

§ 194.131 General Retail and whole-
sale dealers in liquors who sell or offer
for sale wines only, or wines and malt
liquors only, may obtain stamps as retail
or wholesale dealers In liquors, as the
case may be. under the following desag-
nations upon application and payment
of special tax at the annual (fiscal year),
rates indicated:
Retal dealer in Mlnes.__ .... 50. 00
Retail dealer in wines and malt

liquors 50.00
Wholesale dealer In wlnes --. 200. 00
'Wholesale dealer In wines and malt

liquors ........... 200.00

(53 Stat. 391; 26 U. S. C. 3254)
§ 194.132 Stamps as receipts for spe-

czal taxes. Special tax stamps as dealers
in wines only, or dealers n wine and malt
liquors only, are receipts for the special
taxes imposed upon retail and wholesale
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liquor dealers, and the holders of such
stamps are subject to all provisions of
internal revenue laws and retulations
relating to such dealers, except as pro-
vided in §§ 194.210-194.232, inclusive,
(53 Stat. 391. 26 U. S. C. 32S4)

§ 194.133 Sales of distilled spzrits bj
dealers in wines or wines and malt liq-
uors. A qualified retail dealer in wines,
or In wines and malt liquors, may also
sel distilled spirits In less quantities than
5 wine gallons without payment of addi-
tional special tax. A qualified wholesale
dealer in wines, or in wines and malt
liquors, may also sell distilled spirits in
quantities of 5 wine gallons or more
without payment of additional specialt=

(53 Stat. 391; 26 U. S. C. 3254)
§ 194.134 Stamps not exchangeable.

The holders of special tax stamps as
dealers in wines only, or dealers in wne
and malt liquors only, may not exchange
them for the regular retail and whole-
sale liquor dealer stamps. In the ab-
sence of specific demand or application
for such stamps, District Directors shall
Issue the regular stamps to persons pay-
ing special tax as retail or wholesale
dealers in liquors.
(53 Stat. 391; 26 U. S. C. 3254)

MEDICnAL SPIuts STA3MS
§ 194.135 Stamps for drug stores and

pharmacies selling through licensed
pharmacists. Proprietorsof drug stores
and pharmacies making sales of dis-
tilled spirits through duly licensed phar-
macists, may procure stamps designated
"Medicinal Spirits Stamp Tax" upon ap-
plication and payment of special tax at
the $50 annual rate. The holders of
such stamps are subject to all provisions
of Internal revenue laws relating to re-
tail liquor dealers. District Directors
shall. in the absence of specific demand
or application for such stamps, issue the
regular retail liquor dealer special tax
stamp.
(53 Stat. 388 a3 amended; 26 U. S. C. 0250)

ST4 J To BE Posr-a
§ 194.136 General. (a) A special-tax

payer shall conspicuously display his
speclaltax stamp in his place of busness.

(b) A person holding a special tax
stamp as a, retail dealer in liquors or a
retail dealer in malt liquors "At Large'"
must place and keep the stamp con-
spicuously posted at the place where he
Is conducting such business.
(53 Stat. 394,395; 26 U. S. C. 3273,3274)

Missmr. SiUPs
§194.137 Lost or destrajed. If a

special tax stamp has been lost or de-
stroyed, the taxpayer shouldimmediately
notify the District Director of internal
revenue. A "Certificate in Lieu of Lost
or Destroyed Special Tax Stamp" will
be issued to the taxpayer who submits
an affidavit showing to the satisfaction
of the District Director that the stamp
was lost or destroyed. The certificate
must be posted in place of the stamp;
otherwise, liability for failure to post the
stamp will be incurred.
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§ 194.138 Sezzure by State authori-
ties. Where a stamp designated "Re-
tail Dealer in Liquors" is seized by State
authorities because it does not conform
to the dealer's local license or permit
(wine, or wine and beer), the District
Director will, upon request, issue a "Cer-
tificate in Lieu of Lost or Destroyed Spe-
cial Tax Stamp" to show that the dealer
has paid special tax as a "Retail Dealer
in Wine" or "Retail Dealer in Wines and
Malt Liquors," as the case may require.
However, where a special tax stamp has
been seized by State authorities because
the dealer has operated in violation of
local law, a "Certificate in Lieu of Lost
or Destroyed Special Tax Stamp" will
not be issued by the District Director.
CORRECTION OF ERRORS ON SPECIAL TAX

STAMPS

§ 194.139 Errors disclosed by taxpay-
ers. On receipt of a special tax stamp,
the taxpayer will examine it to insure
that the name and address are correctly
stated. If an error has been made, the
stamp should be returned to the District
Director, with a statement showing the
nature of the error and the proper name
or address. The District Director, on
receipt of such stamp and statement, wiln,
compare the data with that on Form 11,
and if an error on the part of the District
Director has been made, will make the
necessary correction and return the
stamp to the taxpayer. If the Form 11
agrees with the data on the stamp, the
District Director will require the tax-
payer to file a new Form 11, designated
"Amended Return," disclosing the proper
name and address, and, on receipt of the
amendedcForm 11, will amend his Record
10 accordingly, attach the amended
Form 11 to the original Form 11, make
the proper correction on the stamp, and
return it to the taxpayer.

§ 194.140 Errors discovered on inspec-
tion. When an inspector ascertains that
an error appears on the special tax stamp
as to the name, ownership, address, etc.,
he will require the taxpayer to prepare
a new Form 11, designated "Amended
Return," showing the proper name, ad-
dress, or other correction. Where a spe-
cial tax stamp is issued in the name of an
individual and the business is owned and
conducted by a partnership from the be-
ginning of the period of liability covered
by the stamp, the names and addresses
of all partners will be shown on the
amended Form 11. The body of the
amended Form 11 must show the rea-
sons for requesting the correction of the
special tax stamp. The inspector should
also obtain the special tax stamp from
the taxpayer, giving hInm a receipt there-
for on Form 1670 (which receipt shall
be kept on the dealer's premises) and
forward the amended Form 11, the spe-
cial tax stamp, the duplicate copy of the
Form 1670, and-the inspection report to
the Assistant Regional Commissioner.
Upon receipt of the amended Form 11,
the special tax stamp, etc., the Assistant
Regional Commissioner will examine the
amended Form 11 to determine whether
correction of the stamp is in order and all
necessary data appear on the amended

Form 11. If the Assistant Regional Com-
missioner is satisfied that the papers are
in order, he will write or stamp the word
"approved" followed by his signature, in
any available space on the face of the
amended Form 11 and on the inspectipn
report and forward the amended form
with the special tax stamp to the proper
District Director. Upon receipt of these
documents, the District Director will
make the proper correction on the spe-
cial tax stamp, amend his Record 10 ac-
cordingly, attach the amended Form 11
to the original Form 11, and return the
special tax stamp to the taxpayer.

STAMPS FOR IMPROPER PERIODS

§ 194.141 General. Where a dealer
has paid special tax and received a stamp
for a certain period, whereas he actually
incurred liability to special tax for one
or more months prior to such period, the
procedure outlined in §§ 194.142-194.144
will govern.

§ 194.142 Liability within current fis-
cal year When the period of the liability
not covered by the special tax stamp is
within the current fiscal year, a re-
mittance should be secured from the
taxpayer covering the full period of the
liability to June 30 following, plus the de-
linquency penalty described in § 194.108,
computed on the full amount of the tax.
When the remittance is received in the
District Director's office, an appropriate
stamp for the full period of the liability
should be issued. The taxpayer should
be advised by the inspector of his privi-
lege of filing a claim on Form 843 for
redemption of the stamp covering the
shorter period.

§ 194.143 Liability within a past fiscal
year When the period of'the liability
not covered by the special tax stamp is
within a past fiscal year, the additional
amount due for such period, including
the delinquency penalty described in
§ 194.108, computed on the basis of the
tax for the full period, should be collected
and listed for assessment by the District
Director on his current excise tax list.
When the remittance covering such lia-
bility is received by an inspector, a
serially-numbered receipt on Form 809
should be issued to the taxpayer in order
that he may have evidence of tax-pay-
ment for such additional period.

§ 194.144 Amended return required.
In each instance the taxpayer will file a
new return on Form 11, designated
"Amended Return," showing the proper
period of liability. Appropriate notation
should be made by the District Director
on Record 10.

RECORD 10
§194.145 Public Zist of taxpayers.

The District Director shall maintain and
keep conspicuously in his office on Record
10, for public inspection, a list of all per-
sons who have paid special taxes within
his district, and shall state thereon the
time, place, and business for which such
special taxes have been paid. The
names on this list shall be the true names
and not the fictitious ones under which
persons may elect to do business.
(53 Stat. 395; 26 U. S. C. 3275)

§ 194.146 Use of Record 10. All per-
sons shall be entitled to inspect Record
10 in the District Director's oftlco at
reasonable and proper times, and are not
prohibited from copying the names and
addresses of special-tax payers, but no
person shall use the record to the extent
of interfering with the District Director's
use thereof, or unduly to the exclusion of
other persons.
(53 Stat. 395; 26 U. S. 0. 3275)

§ 194.147 Furnishing copy of Record
10. Upon application of any prosecuting
officer of any State, county, or munil-
pality, the District Director shall furnish
a certified copy of Record 10, or such
portions thereof as may be requested,
for which a fee of $1 for each hundred
words or fraction thereof in the copy or
copies so requested shall be charged.
(53 Stat. 395; 26 U. S. 0. 3276)

Subpart I-Chango of Locaion
§ 194.150 Amended return, Form 11,

A special-tax payer who, during the tax-
able period for which special tax was
paid, removes his business to a place
other than that specified in his original
return on Form 11, and stated on his
special tax stamp, must register tho
change with the District Director from
whom the special tax stamp was pur-
chased, within 30 days after he begins to
sell or offer for sale liquors at the now
location, by executing a new return on
Form 11, designated as "Amended Re.
turn," setting forth the time when and
the place to which such removal was
made, and shall surrender the special tax
stamp to the District Director for en-
dorsement of the change in location.
(53 Stat. 396; 26 U. S. 0. 3280)

§ 194.151 Removal within same in-
ternal revenue district. When a spe-
cial-tax payer removes his business to
another address within the same internal
revenue district, the District Director will
enter on his Record 10 the new address
and the date of removal, and will note the
change on the face of the special tax
stamp, stating clearly thereon the new
location where said business is to be
carried on, and will return the special
tax stamp to the taxpayer.
(53 Stat. 395; 25 U. S. 0. 3280)

§ 194.152 Removal to another inter"
nal revenue district. When a taxpayer
removes his business to a location within
an internal revenue district other than
that In which the special tax stamp was
issued, the District Director who issued
the special tax stamp will enter on his
Record 10 the new address and date of
removal, stating clearly the new location
where said business is to be carried on,
and will transmit the stamp to the Dis-
trict Director in charge of the district to
which the taxpayer removed. The Dis-
trct Director of that district will mako
entry on his Record 10, as in the case of a
new registrant, and note the taxpayer's
new address and the District Director's
name, title, and district, and the date on
the special tax stamp, which will be
returned to the taxpayer.
(53 Stat. 396; 26 U. S. 0. 3280)
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§ 194.153 Failure to register change of
address within 30 days. Apersonwhore-
moves his place of -business and fails to
register such removal with the District
Director, within 30 days after he begins
to sell or offer for sale liquors at the new
location, will be liable to special tax at
the new location computed from the 1st
day of the calendar month in which he
began business at the new location.
(53 Stat. 388 as amended, 396; 26 U. S. C. 3250,
3280)

§ 194.154 Certiftcate in lieu of lost or
destroyed special tax stamp. The pro-
visions of this part shall apply to certifi-
cates issued to taxpayers in lieu of special
tax stamps lost or destroyed m accord-
ance with §§ 194.137 and 194.138.

Subpart J-Change in Proprietorship or Contro!

§ 194-160 ,Sale of business. A special
tax stamp is a receipt for tax, personal
to the one to whom issued, and is not
transferable from one dealer to another.
Where there occurs a change in the pro-
pnetorsip of a business for which spe-
cial tax has been paid, a new special tax
liability is incurred, except as provided in
§§ 194.168-194-169.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.161 Incorporation of business.
Where an individual or a fin engaged in
business requrimg payment of special
tax forms a corporation to take over and
conduct the business, the corporation (a
separate legal entity) must pay special
tax and procure a stamp in its own name.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.162 eNew corporation. Where a
new corporation is formed to take over
and conduct the business of one or more
corporations which have paid special tax,
the new corporation must pay special
tax and procure a stamp in its own name.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.163 Stockholder continuing
business of corporation. A special tax
stamp held by a corporation as a liquor
dealer cannot cover the same business
earned on by one or more of its stock-
holders after dissolution of the corpora-
tion.
(53 stat. 388 as amended; 26 U. S. C. 3250)

§ 194.164 Change in trade name or
style of business. The law requires the
payment of but one special tax from the
person who carries on the same busi-
ness at the same place during the same
special tax period. A person who pays
the requisite special tax upon his busi-
ness does not incur liability to addi-
tional special tax by reason of a mere
change -in the trade name or style under
which such business is conducted, nor
by reason of a change in management
which involves no change in the propne-
torship of the business.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.165 Change of name or increase
in capital stock of a corporation. Addi-
tional special tax is not required by rea-
son of a change of name or increase in
the capital stock of a corporation if the
laws of the State of incorporation pro-
vide for such changes without the crea-
tion of a new corporation.
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§ 194.166 Change in ownership of
capital stock. No additional special tax
is required by reason of the sale or trans-
fer of all or a controlling interest in the
capital stock of a corporation.

§ 194.167 Change in membership of
unincorporated club. Additional specil
tax is not required of an unincorporated
club by reason of changes in member-
ship, where such changes do not result
in the dissolution thereof and the for-
mation of a new club.

§ 194.168 Change of control; right of
succession. Certain persons other than
the special taxpayer may, without in-
curring additional special tax liability,
carry on the same business at the
address for the remainder of the ta.able
period for which thespeclal tax was
paid. To secure such right, the person
or persons continuing the business must
file with the District Director from whom
the special tax stamp was purchased,
within 30 days after the date on which
the successor begins to carry on the busi-
ness, a return on Form 11, showing the
basis of the succession.
(53 Stat. 396; 26 U. S. C. 3280)

§ 194.169 Persons having rfght of
successon. Under the conditions indi-
cated above, the persons having such
right of succession are as follows:

Death-The widow or child, or executor,
administrator, or other legal reprezentatlvo
of the taxpbiyer.

Husband and wfe--A huband or wife
succeeding to the businecs of his or her
spouse (living).

Insolvency-A receiver or trustee in bank-
ruptcy, or an assignee for benefit of creditors.

Withdrawal from firm-The partner or
.partners remaining after death or with-
drawal of a member.
(53 Stat. 396; 26 U. S. C. 3280)

§ 194.170 Failure to register right of
succession witun 30 days. A person
succeeding, as provided in § 194.09, to a
business for which special tax has been
paid, and who fails to register such suc-
cession with the District Director, within
30 days from the date he be:-ins to carry
on the business, will become liable to
additional special tax computed from
the 1st day of the calendar month in
which he began to carry on such busi-
ness.
(53 Stat. 383 as amended, 396; 26 U. S. C.
3250, 3280)

§ 194.171 Certificate in lieu of lost or
destroyed special tax stamp. The provi-
sions of this part apply to certiflcates
issued to taxpayers in lieu of special
tax stamps lost or destroyed in accord-
anc-e with §§ 194.137 and 194.138.

Subpart K-Exceptlons and Exemplions

§ 194.18D Sales of liquors for mmedi-
ate consumption on premises. A retail
dealer in liquors will not be required to
pay special tax as wholesale dealer in
liquors solely by reason of making sales
of liquors in quantities of 5 wine gallons
or more to the same person at the sarne
time if such sales are made for immediate
consumption of the liquors on the prem-
ises where sold.
(53 Stat. 391; 26 U. S. C. 3254)

§ 194.181 Sales of malt liquors for
immediate consumption on premises. A
retall dealer in malt liquors will not be
required to pay special tax as wholesale
dealer in malt liquors solely by reason of
making sales of malt liquors in quantities
offive gallons or more to the same person
at the same time if such sales are made
for immediate consumption of the
liquors on the premises where sold.
(63 StaLt. 33 a3 amended; 26 U. S. C. 3250)

§ 194.182 Dealers consummatingsales
of malt liquors at premkes of other deal-
ers. A retail or wholesale dealer in liq-
uors, or a retail or wholesale dealer in
malt liquors, who has paid the requisite
special tax imposed 1ipon his business,
may, without incurring liability for addi-
tional special tax, sell fermented malt
liquors, at the premises of other dealer.,
provided the purchaser's place of bun-
nn Is covered by a special tax stamp
Issued to him to denote the payment of
the special tax Imposed upon such deal-
ers. The premises of both the selling
dealer and the purchasing dealer must be
covered by the requisite special tax
stamps.
(53 Stat. 392; 20 U. S. C. 3253)

§ 194.183 Deliveries of malt Ziquors
from place of storage not covered by spe-
cial tax stamp. Deliveries of fermented
malt liquors may be made by a retail or
wholemle dealer in malt liquors from a
place of storage, not covered by his spe-
cial tax stamp, without incurring liabil-
ity to special tax at such place, provided
orders therefor are not accepted at such
place of storage, and sales thereof are
consummated at the purchaser's place
of business covered by a requisite speal
tax stamp, or orders therefor are ac-
cepted at the place where the vendor
holds a requisite speca tax stamp.
(53 Stat. 388 as amended, 392, 395; 26 U. S.C.
3250, .3255, 3278)

§ 194.184 Distillers selling in original
stamped packages. No distiller who has
given the required bond and who sells
only distilled spirits of his own produc-
tion at the place of manufacture, or at
the place of storage in bond, in the orig-
inal packages to which the tax-paid
stamps are affixed. shall be required to
pay the special tax as wholesale liquor
dealer on account of such sales.
(53 Stat. 383 na amended; 26 U. S. C. 3250)

§ 194.185 Distillers selling in other
thhn original stamped packages. The
expression "In the original packages to
which the tax-paid stamps are affxed'"
excludes from the exemption provided in
§ 194.184 sales of dLstied spirits in any
packages other than those whch have
the distilled spirits tax-paid stamp af-
fixed thereto. The sale of distilled
spirits in bottles or other containers by
distillers necessitates the payment of
special tax.
(53 Stat. 383 as amended; 26 U. S. C. 3250)

§ 194.186 Brewers selling rn original
stamped packIages. A brewer is not re-
quired to pay special tax as dealer in
malt liquors by reason of salling in the
original stamped barrel or heg, whether
at the place of manufacture or elsewhere,
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malt liquors manufactured by him, or
purchased and procured by him pursuant
to Regulations 18 (26 CFR Part 192)
from another brewer in his own barrels
or kegs.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.187 Agent of a brewer Any
person holding himself out as an agent
of a brewer in selling original stamped
packages of malt liquors will become
liable to special tax unless it is shown
that the malt liquor is the property of-
the brewer and is sold by him for and on
account of the brewer, and not on his
own account.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.188 Brewers selling in other
than original stamped packages. Brew-
ers are required to pay special tax as
dealers in malt liquor for the sale of malt
liquors packaged in bottles or cans or in
containers other than the original
stamped barrels or kegs.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.189 Sales by executor admzns-
trator or other fiduczary. No special
tax shall accrue on a sale of distilled
spirits, wines, or malt liquors made by a
person who is not otherwise a dealer in
liquors, where such liquors have been re-
ceived by him as executor, adnumstrator,
or other fiduciary, if such liquors are sold
by such person in one parcel only or at
public auction in parcels of not less than
20 wine gallons.
(53 Stat. 390; 26 U. S. 0. 3251)

§ 194.190 Sales of-liquors received as
security for or in payment of a debt. A
person, not otherwise a dealer in liquors,
who receives a stock of distilled spirits,
wines, or malt liquors as security for or
in payment of a debt, may sell such liq-
uors in one parcel only or at public auc-
tion in parcels of not less than 20 wine
gallons, without paying special tax.
(53 Stat. 390; 26 U. S. C. 3251)

§ 194,191 Sales of liquors levied on by
public oOlcer under order of any court
or magistrate. No special tax shall ac-
crue on a sale of distilled spirits, wines,
or malt liquors by a person who is not
otherwise a dealer in liquors, where such
liquors have been levied on by any officer
under order of any court.or magistrate,
and are sold in one parcel only, or at
public auction in parcels of not less than
20 wine gallons.
(53 Stat. 390; 26 U. S. C. 3251)

§ 194.192 Sales of liquors by retiring
partner or by representative of a de-
ceased partner No special tax as retail
or wholesale dealer shall accrue on a
sale made by a retiring partner or the
representative of a deceased partner to
the incoming, remaining, or surviving
partner or partners of a firm.
(53 Stat. 390; 26 U. S. C. 3251)

§ 194.193 Sales of entire stock by re-
tail liquor dealer in liquidation. A retail
dealer in liquors may without incurring
special tax as a wholesale dealer in liq-
uors, sell out his entire stock of alcoholic
liquors in one parcel or in a number of
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parcels composing his entire stock, which
parcels may contain distilled spirits,
wines, or malt liquors, or a combination
of any or all such liquors.
(53 Stat. 390; 26 U. S. C. 3251)

§ 194.194 Sales of entire stock by re-
tail malt liquor dealer in liquidation. A
retail dealer in malt liquors may sell out
his stock of malt liquors in one parcel or
in parcels embracing not less than his
entire stock of malt liquors without in-
curring special tax as a wholesale dealer
in malt liquors.
(53 Stat. 390; 26 U. S. C. 3251)

§ 194.195 Sales by qualified wine-
makers. A winemaker who has qualified
-as such under internal revenue laws and
regulations, and-who sells wines of his
own productiofi where the same are
made, or at his general business office,
is not required to pay special tax as a
retail or wholesale dealer in liquors:
Provided, That a winemaker shall not
have more than one place of business
that shall be exempt from special tax.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.196 Sales by apothecaries and
druggists. Apothecaries and druggists
who use wines or spirituous liquors for
compounding medicines and in making
tinctures Which are unfit for use for bev-
erage purposes are not liable to special
tax as liquor dealers by reason of the
sale of such compounds or tinctures.
(53 Stat. 388 as amended; 26 U. S. C. 3250)

§ 194.197 Sales by proprietors of zn-
dustrzai alcohol plants or warehouses.
A proprietor of an industrial alcohol
plant or a bonded warehouse estab-
lished under the provisions of 26 U. S. C.
3100 and 3101, may sell, or offer for sale,
alcohol stored in such plant or ware-
house without payment of special tax as
a retail or wholesale liquor dealer.
(53 Stat. 357; 26 U. S. C. 3103)

Subpart L-Refund and Redemption of Special
Taxes

§ 194.200 Claims. Claims for abate-
ment or refund of special taxes and de-
linquency penalties erroneously or ile-
gally assessed or collected, and claims
for the redemption of special tax stamps
shall be filed on Form 843, in duplicate,
with the District Director. The claim
must set forth in detail and state each
ground upon which it is made, and facts
sufficient to apprise the Assistant Re-
gional Commissioner of the exact basis
thereof. If the claam is for redemption
of a special tax stamp, such stamp shall
be attached to and made a part of the
claim.
(53 Stat. 399, 464 as amended; 63 Stat. 667;
26 U. S. C. 3304, 3770, 3809)

§ -194.201 Time limit on filing of claim.
No clain for the refund of a special tax
or penalty or for the redemption of a
special tax stamp shall be allowed unless
presented within four years next after
the payment of such tax or penalty or
-the purchase of such stamp.

(53 Stat. 399; 26 U. S. C. 3304)

§ 194.202 Discontinuance of business.
A special-tax payer who for any reason

discontinues business Is not entitled to
any refund for the unexpired portion of
the fiscal year for which the special tax
stamp was issued.
(53 Stat. 394; 20 V. S. C. 3271)

§. 194.203 Dealer in malt liquors who
sells distilled spirits or wines. A person
who pays a special tax as a dealer In malt
liquors and who at the time Is liable as a
dealer in liquors on account of sales of
distilled spirits or wines in addition to
malt liquors, and thereafter pays tho
requisite special tax as a dealer In liquors
for the same taxable period, may file a
claim for redemption of the special tax
stamp issued to him as a dealer in malt
liquors.
(53 Stat. 388 as amended, 390; 20 U. S, 0,
3250, 3304)

§ 194.204 Dealer in liquors who actlU-
ally sells only malt liquors. A person
who pays special tax as a dealer In liquors
but who actually sells or offers for Salo
malt liquors only, and later during the
same or a subsequent month pays the
special tax as a dealer In malt liquors,
may not redeem the special tax stamp
issued to him as a dealer in liquors, But
in such event, a claim for redemption of
the special tax stamp as a dealer in malt
liquors may be filed.
(53 Stat. 388 as amended, 301, 390, 20 U, S, 0.
3250, 3254, 3304)

Subpart M-Manlenanco of Records and Posllng
of Signs

WHOLESALE LiQUOR DEALER RECORDS
§ 194.210 General requirements, Rec-

ord 52. Except as provided In § 194.214,
every wholesale dealer In liquors who
sells distilled spirits shall keep Record
52, and render monthly transcripts,
Forms 52A and 52B, and Form 338, of
the physical receipt and disposition of
distilled spirits by him. Daily entries
shall be made on Record 52 of all dis-
tilled spirits received and disposed of,
as indicated by the headings of the col-
umns and lines of the form and the in-
structions printed thereon or issued In
respect thereto, as required by the provi-
sions of this part, before the close of
the business day next succeeding the day
on which the transactions occur. Where
the wholesale dealer defers the making
of the entries to the next business day,
as authorized, herein, he shall keep a
separate record such as invoices, of the
removals of distilled spirits, showing the
removal data required to be entered on
Record 52, and appropriate memoranda
of other transactions required to be en-
tered on such record, for the purpose of
making the entries correctly.
(53 Stat, 327 asamendcld, 891; 20 U1, 8, 0.
2857, 3254)

§ 194.211 Warehouse receipts, Form
52F Except as provided in § 194.214,
every wholesale dealer in liquors who
sells, or offers for sale, distilled spirits by
warehouse receipts, shall keep a separate
record, and render a monthly transcript,
of all purchases and sales of warehouse
receipts, on Form 52F There need not
be reported on Form 52F transactions in,
warehouse receipts not Involving the pur-
chase or sale of distilled spirits, such as
the receipt from a warehouseman of
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warehouse receipts covering the deposit
or bottling of the spirits in his warehouse
or the surrender of warehouse receipts
for the bottling of the spirits in bond or
their transfer in bond to another ware-
house. Entries on Form 52F shall be
made as indicated by the headings of the
columns and lines of the form and the
instructions printed thereon or issued in
respect thereto, and as required by the
provimons of this part. The provisions
of § 194.210 with respect to the time of
makmg entries, and of § 194.233 with
respect to forms to be provided by users,
are hereby made applicable to Form 52F.
The monthly transcript on Form 52F
shall be forwarded to the Assistant Re-
gional Commissioner on or before the
tenth day of the succeeding month.

(53 Stat 327 as amended, 391; 26 U. S. 0.
2857, 3254) ,

§-194212 Dealer seling distilled spir-
its at Tetail only. A dealer who sells
wines or malt liquors, or both, in whole-
sale quantities, and who sells distilled
spirits in retail quantities, is not required
to keep Record 52 or to file monthly
transcripts, Forms 52A and 52B, and
report, Form 338.
(53 Stat. 327 as amended, 391; 26 U. S. C.
2857, 3254)

§ 19&213 Dealers not selling distilled
spits. Wholesale liquor dealers who
sell wines and malt liquors only, and
wholesale malt liquor dealers are not re-
quired to keep Record 52 or to file
monthly transcripts, Forms 52A and 52B,
and report, Form 338.
(53 Stat. 327 as amended, 391; 26 U. S. C.
2857, 3254)

§ 194.214 Propretors. The propnea
tor of an industrial alcohol plant or in-
dustrial alcohol bonded warehouse shall
keep records in his capacity as a whole-
sale dealer m liquors in accordance with
Regulations 3 (26 CFR Part 182) The
proprietor of a registered distillery shall
keep records in his capacity as a whole-
sale dealer in liquors in accordance with
Regulations 4 (26 CFR Part 183). The
proprietor of a fruit distillery shall keep
records in bis capacity as a wholesale
dealer inliquors in accordance with Reg-
ulations 5 (26 CF Part 184) The pro-
prietor of an internal revenue bonded
warehouse shall keep records in his ca-
pacity as a wholesale dealer in liquors
2n accordance with Regulations 10 (26
CFR Part 185) JThe proprietor of a
tax-paid bottling house shall keep rec-
ords in his capacity as a wholesale dealer
mliquors in accordance with Regulations
11 (26 CER Part 189). The proprietor
of a rectifying plant shall keep records
in his capacity as a wholesale dealer in
liquors in accordance with Regulations
15 (26 CFt Part 190) An importer
shall keep records in his capacity as a
wholesale dealer i liquors in accordance
with Regulations 21 (26 CFR Part 191).
Any person bringing distilled spirits into
the United States from Puerto Rico or
the Virgin Islands shall keep records in
his capacity as a wholesale dealer in liq-
uors in accordance with Regulations 24
(26 CFR Part 180).
(53 Stat. 327 as amended, 391; 26 U. S. 0.

2857, 3254)
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§ 194.215 Entries on Record 52.
Where more than one shipment of dLs-
tilled 'spirits is received from the same
consignor during any month, there will
be entered on Record 52 for the first
shipment received, the name and address
of such consignor, followed by the regis-
try number (preceded by appropriate
Identifying symbols) and the State of
the consignor's plant or warehouse (for
example, IRBW-4-Xy.) or, in the case
of shipments received from wholesale
liquor dealers or importers, the permit
number of the consignor (for example,
3-1-1234). For the remaining shipments
received from such consignor during the
month, there may be entered in the col-
umn designated "Name" such reglstry
number or permit number, as the case
may be, and the name and address of
the consignor may be omitted. Ike-
wise, where more than one shipment of
distilled spirits is sent to the same con-
signee during any month, there will be
entered on Record 52 for the first ship-
ment made the name and address of
such consignee followed by the registry
number or permit number of the con-
signee. For the remaining shipments
made to such consignee during the
month, there may be entered In the col-
umn designated 'Name" such registry
number or permit number, as the case
maybe, and the name and address of the
consignee may be omitted. Where the
consignor or consignee is a retail dealer
in liquors, the name and address must
be entered on Record 52 for each ship-
ment received or sent.
(53 Stat. 327 as amended, 391; 20 U. S. C.
2857, 3254) -

§ 194.216 Entryj of m2iscellaneous
items. 'Wholesale liquor dealers may
enter on Record 52 as one item the total
quantity of different kinds of spirits
made up from broken cases sold to the
same person on the same day, provided
such total quantity is not n excess of
10 gallons. The entry of such items
shall be stated as IlScellaneous" or
"Misc:" and shall show the date, the
-name and address of the person to whom
sold, and the quantity. The total quan-
tity of such miscellaneous spirits so dis-
posed of during the month shall be
reported n the monthly summary, Form
338, as "Miscellaneous"" Provided, 'That
the wholesale liquor dealer determIne
by actual inventory the quantity of each
kind of spirits remaining on hand at the
end of the month.
(53 Stat. 327 as amended; 26 U.S. 0. 2857)

§ 194.217 Separate record of name of
distiller, rectffier, or bottler The name
of the person by whom the distilled
spirits were distilled, rectified or bottled,
need not be entered on Record 52 pro-
vided the proprietor keeps at his place
of business a separate record of such
information, available for inspection by
internal revenue officers. The regitry
number or permit number must be en-
tered In column 5 and the State or coun-
try in column 6.
(53 Stat. 327 as amended, 391; 20 U. B. 0,

2857, 3254)

§ 194.218 Separate record of seria
-numbrs of cases. Serial numbers 0:

cases of distilled spirits received, or dis-
posed of, need not be entered on Record
52, and the serial numbers of packages
and cases purchased or sold by ware-
house receipts need not be entered on
Form 52 F, provided that the wholesale
dealer In liquors keeps at his place of
business a separate record, showing such
serial numbers, with necessary identify-
ing data, including the date of the physi-
cal receipt or disposition of distilled
spirits and the name and address of the
person from whom received or to whom
sent, and the date of purchase or sale of
warehouse receipts and the name and
address of the purchaser or seller, as the
case may be, and provided further, that
the keeping of such record is approved
by the Assistant Regional Commi sioner.
(53 Stat. 327 as amended, 391; 26 U. S. C.
2357, 254)

§ 194.219 Form of separate records.
The ceparate records prescribed by
§§ 194.217 and 194.218 may be kept in
book form (including loose-leaf books),
or may consist of commercial papers,
such as Invoices or bills. Such books,
invoices, and bills shall be preserved for
a period of four years and in such man-
ner that the required information may
be readily ascertained therefrom, and,
during such period, shall be available
during business hours for Inspection and
the taking of abstracts therefrom by in-
ternal revenue officers. If a record in
book form is kept, entries shall be made
on such separate record before the lose
of the business day next succeeding the
day on which the transactions occur.
Where the making of the entries is de-
ferred to the next business day, as au-
thorized herein, appropriate memoranda
shall be maintained for the purpose of
making the entries correctly. The dealer
shall note on Record 52, and on Form
52 F., In the column for reporting serial
numbers, "Serial numbers shown on
commercial record per authority, dated

(53 Stat. 327 n3 amended. 391; 26 U. S. 0.
2357, 3254)

§ 194.220 Place where Record 52 shall
be kept; general. Except as provided in
1194.221, the wholesale dealer in liquors
shall keep Record 52 at the place of
business covered by his wholesale liquor
dealer special tax stamp, if spirits are
received and sent out from such prem-

(53 Stat 327 as aimened, 391; 26 U. S. C.
2857, 3254)

§ 194.221 Exception. If the place of
business covered by the wholesale liquor
dealer special tax stamp is not the same
premises where the spirits are received
and sent out, the wholesale liquor dealer
shall keep his Record 52 at the latter
place and render transcripts from such
place on Forms 52A and 52B and sum-
mary report on Form 338: Proided,
That, if approved by the Assistant Re-
gional Commisoner, a wholesale liquor
dealer may keep his Record 52 at the
place of business covered by the special
tax stamp and render transcripts on
Forms 52A and 52B and summary report

r on Form 338 from such place. If, how-
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ever, the place of business covered by the
special tax stamp is not in the same
region as the place where the spirits are
received and sent out, Record 52 must be
kept at the latter place and transcripts
on Forms 52A and 52B and summary
report on Form 338 rendered to the As-
sistant Regional Commissioner of that
region.
(53 Stat. 327 as amended, 391; 26 U. S. C.
2857, 3254) \

§ 194.222 Place where Form 52F
shall be kept. Every wholesale dealer in
liquors shall keep Form 52F at the place
of business where warehouse receipts are
sold or offered for sale.
(53 Stat. 327 as amended, 391; 26 U. S. C.
2857, 3254)

§ 194.223 Requirements when whole-
sale liquor dealer maintains a retail de-
partment. A wholesale liquor dealer
who sells distilled spirits at wholesale
and at the same premises sells distilled
spirits at retail in his capacity'as a retail
dealer in liquors, and who maintains a
separate retail department, shall keep
Record 52 at his wholesale department
of all distilled spirits there 'received and
disposed of. Distilled spirits transferred
from the wholesale department to the
retail department shall be reported on
Record 52, part 2, as "Transferred to Re-
tail Department." Where it is necessary
m the filling of a wholesale order to take
liquor out of the retail department, the
quantity removed from the retail depart-
ment must be shown on Record 52, part
1, as "Transferred from Retail Depart-
ment," and the entire sale shown in
Record 52, part 2, as a disposal. The
retail department need not be main-
tained in a separate room or be parti-
tioned off from the wholesale depart-
ment, but the retail department must in
fact be separate from the wholesale de-
partment. Where a wholesale liquor
dealer sells at both wholesale and retail,
and does not maintain a separate retail
department, all distilled spirits received
and disposed of shall be entered on Rec-
ord 52.
(53 Stat. 327 as amended; 26 U. S. C. 2857)

§ 194.224 Records to'be kept by States.
The provisions of §§ 194.210-194.223,
194.225 and 194.228-194.233, shall not
apply to States and Commonwealths and
liquor stores operated by such entities
that maintain and make available for
inspection by internal revenue officers
such records as will enable such officers
to trace readily all distilled spirits
received and disposed of by them: Pro-
vzded, That such States and Common-
wealths, and the liquor stores operated
by them, shall, on request of the Assist-
ant Regional Commissioner, furnish such
transcripts, summaries, and copies of
their records as he shall require.
(53 Stat. 328; 26 U. S. C. 2858)

RETAIL LiQuoR DEALERS
§ 194.225 Requirements where whole-

sale department zs kept. A liquor dealer
engaged in the business of selling pri-
marily at retail, who at the same prem-
ises also makes occasional sales of
distilled spirits in quantities of 5 wine
gallons or more in his capacity as a
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wholesale liquor dealer, need not enter
in Record 52 all distilled spirits received
at the premises as required by § 194.223.
As used in this subpart, the term "selling
primarily at retail" shall mean that sales
at retail must normally represent it
least 90 percent of the volume of dis-
tilled spirits sold during a month.
Where a liquor dealer is engaged in such
business, all distilled spirits at the prem-
ises may be considered as having been
received in the retail department. When
a sale of 5 wine gallons or more is made,
the distilled spirits involved in the trans-
action must be shown in Record 52 as
received from the retail department and
as disposed of. Entries will be made in
the various columns of the record pur-
suant to the provisions of §§ 194.210-
194.214 and 194.216. The provisions of
§§ 194.215, 194.217-194.219, 194.228,
194.231 and 194.232, relative to separate
records, the daily filing of transcripts
of Record 52 and certain additional re-
quirements, are not applicable to such
liquor dealers. The wholesale depart-
ment need not be maintained in a sepa-
rate room or be partitioned off from the
retail department, but sales at wholesale
must be made in a part of the premises
designated as the wholesale department.
(53 Stat. 327 as amended, 391; 26 U. S. C.

2857, 3254)

§ 194.226 Requirements for dealers in
distilled spirits. Each retail dealer in
liquors shall provide, at his own expense,
and keep in his place of business a record

-in book form, or shall keep all invoices
or bills for distilled- spirits, wnes, or

,malt liquors received, showing the quan-
tity thereof, from whom and the date
received. Such records, bills, or invoices
shall be kept for two years after the date
of the transactions to which they relate
and shall be open to inspection during
business hours of the dealer by internal
revenue officers upon identification and
request.
(53 Stat. 391; 26 U. S. C. 3252)

§ 194.227 Requirements for dealers in
malt liquors. 'Retail dealers in malt liq-
uors are not required to keep records of
malt liquors received.

REPORTS

§ 194.228 Time of filing. Except as
otherwise provided in this subpart, a
wholesale liquor dealer shall file, daily,
transcripts of Record 52 on Forms 52A
and 52B with the Assistant Regional
Commissioner by delivering or mailing
them to such- officer on the date the
transactions entered therein occurred:
Provmded, That in any case in which the
Assistant Regional Commissioner shall
direct, th6 transcripts shall be so filed
with the Supervisor in Charge instead of
with the Assistant Regional Commis-
ioner. The transcripts shall bear the

following certification signed by the per-
son or officer authorized to execute Form
338:

I hereby certify that these transcripts, con-
sisting of ---- pages, disclose all the trans-
actions which occurred during the period
covered thereby, and that each entry is
correct.

If in any case the Assistant Regional
Commissioner shall so authorize, the

transcripts, In lieu of being filed daily,
may be filed with him on or before the
10th day of the month succeeding the
month in which the transactions in dis-
tilled spirits occurred. In such event,
transactions will be entered on Record 52
in accordance with the provisions of
§ 194.211, Summary report on Form 338
shall be filed with the Assistant Regional
Commissioner on or before the 10th day
of the month succeeding the month In
which the transactions In distilled spirits
occurred. Record 52 shall be preserved
for a period of 4 years and, during such
period, shall be available during business
hours for inspection and the taking of
abstracts therefrom by any internal
revenue officer.
(53 Stat. 327 as amended; 26 U. S, 0. 2857)

§ 194.229 No transactions d u r i n g
month. If there were no receipts and
disposals of distilled spirits by a whole-
sale liquor dealer during a month, it will
not be necessary to prepare Forms 52A
and 52B. However, a summary on Form
338 must be prepared and forwarded to
the Assistant Regional Commissioner,
shoving the quantity on hand the flrst
day of the month aind the quantity on
hand the last day of the month and
marked "No transactions during month."
Wholesale liquor dealers maintaining
records in the simplified manner pro-
scribed by § 194.225 should show in the
summary on Form 338 that no distilled
spirits were on hand the first day and
the last day of the month.
(53 Stat. 327 as amended; 20 U, S. 0. 28 7)

§ 194.230 Discontinuance o1 business,
When a wholesale liquor dealer discon-
tinues business as such, he shall render
monthly reports, Forms 52A and 52B
and the summary report on Form 338,
covering transactions for the month in
which business is discontinued, and mark
such reports "Final." Record 52 shall
be preserved by the dealer for a period
of 4 years.
(53 Stat. 327 as amended, 20 U, S. 0. 2857)
REPORT or TuIRD PARTY TRANSACTIONS

§ 194.231 Additional requirements,
The wholesale liquor dealer shall report
on Record 52, Part 2, and on transoript,
Form 52, the name and address of each
consignee, in the column now designated
"Name." In the column now designated
"Address," there will be reported the
name and address of the person, firm, or
corporation paying (by advancement or
reimbursement) either tax, bottling
charge, brokerage fee, handling charge,
or clearance fee, indicating which are
included. The heading of both columns
will be amended accordingly.
(53 Stat. 327 as amended, 373, 20 U. S. 0.
2857, 3171)

§ 194.232 Shipment or delivery to
third party. Where a wholesale liquor
dealer ships or delivers distilled spirits to
a consignee on the order of another
wholesale liquor dealer detailed records
of the transactions shall be kept on Rec.
ord 52 by (a) the wholesale liquor dealer
making the shipment or delivery, (b)
the wholesale liquor dealer giving the
order, and (c) the consignee if he Is a
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wholesale liquor dealer. For example,
assuming that wholesale dealer (A)
ships or delivers the.distilled spirits to
consignee (C) on the order of whole-
sale dealer (B) entries will be made in
Record 52 by the parties involved as
follows:

(a) Wholesale dealer (A) will show in
his Record 52 the name and address of
wholesale dealer (B) who ordered the
.distilled spirits, as well as the name and
address of consignee (C) the person to
whom the distilled spirits are actually
shipped or delivered;

(b) Wholesale dealer (B) will show in
.his Record 52 that the distilled spirits
were purchased from wholesale dealer
.(A) giving both the name and address
of (A) and will at'the same time make
.an entry showing that the distilled spirits
were shipped or delivered by (A) to
consignee (C) giving the name and ad-
dress of (C) and

(c) Consignee (C),. if a wholesale
liquor dealer, will show in his Record 52
that the distilled spirits were purchased
from wholesale dealer (B) and received
by him from wholesale dealer (A) giving
name and address of both. Transcripts
of Record 52 on Forms 52 A and 52 B, re-
quired to be filed with the Assistant Re-
gional Commissioner, will similarly show
the details of such transactions.
(53 Stat. 327 as amended, 373; 26 U. S. C.
2857, 3171)

PROCUREMENT oF FoRas
§ 194.233 Forms to -be provided by

users at own expense. Record 52, Forms
52A, 52B, and 338 will be provided by
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.malt liquor dealers, and wholesale malt
liquor dealers.

Subpart N-St1p Slamps

§ 194.240 Strip stamps required on all
bottles. All distilled spirits, whether do-
mestic or imported, in the possession of
wholesale dealers in liquors or retail deal-
ers in liquors must be In bottles or similar
containers of a capacity of 1 gallon or
-less and must bear either a green or red
strip stamp on the neck of the bottle
passing over the cork, stopper, or cap.
(53 Stat. 303 as amended. 342 as amended;

"26 U. S. C. 2803, 2903)

§ 194.241 Destruction of strip stamp
on opening bottle. The strip stamp af-
fixed to containers of distilled spirits
shall be destroyed upon the opening of
the container: Provided, That a portion
of the strip stamp shall be left attached
to the container while any part of the
contents remain therein.
(53 Stat. 303 as amended, 345; 20 U. . .

2803, 2908)

§ 194.242 Mutilated or missing red
strip stamps. Unopened bottles contain-
Ing tax-paid distilled spirits required to
be stamped under 26 U. S. C. 2803. from
which the (red) strip stamps are missing,
or on which the (red) strip stamp is
mutilated to the extent that the contents
of the bottle are accessible without fur-
ther destruction of the stamp, or on
which the (red) strip stamp is so muti-
lated that the genuineness thereof can-
not be determined. may be restamped
pursuant to §§ 194.243-194246.
(53 Stat. 303 .as amended; 26 U. S. C. 2803)

:Lnqhe fr Perb by-the Cu= =, =,= o § 194.243 Replacement of mutilated orienthe form prescribed by the Commi- missing 1-ed strip stamps found by dealer
sioner: Prov ed, That, with the ap- The bottle should be set aside by the
proval of the Commi sner, they may dealer and proper remittance (1 cent for
be modified to adapt their use to tabu- each red strip stamp of one-half pint
lating or other mechanical equipment: or greater, or one quarter cent for eachProvided further That where the form red strip stamp of less than Qne-half

is printed in book form, including loose- p )d appon un oathaf
leaf books, the instructions maybe print_ Pint) and application under oath for
leaf ook the instroructios laf pt-e the necessary stamps submitted with
ed on the cover or the fiv leaf of the Form 428, in triplicate, to the Assistant
book instead of on the individual form. Regional Commissioner. Copies of Form

53 Stat. 327 as amended; 26 U. S. C. 2857) 428 may be obtained from the Asststant
POSTING OF SIGNS Regional Commissioner. The applicant

in every case will state the cause of muti-
§ 194.234 By wholesalers. Eyery per- lation or absence of the stamps and sub-

son engaged in business as wholesale mit evidence that the spirits are tax-
dealer in liquors shall place and keep paid. Such evidence may consist of the
conspicuously on the outside of his place invoices covering the purchase of the
of business a sign exhibiting in plain and spirits, in addition to other available
legible letters, not less than 3 inches in documents. The Assistant Regional
height, painted in oil colors or gilded, Commislsoner will approve the requlsi-
and of a proper and proportionate ydth, tion, Form 428, if he is satisfied from the
the name or firm of the dealer, with-the evidence submitted that the tax has been
words 'Wholesale iaquor Dealer.' In paid on the spirits, and that the mutila-
the case of a wholesale liquor dealer who tion or absence of the stamps has been
procures and posts a special tax stamp explained. He will forward the original
designated "Wholesale Dealer in Wines" Form 428 and one copy with the remit-
or "Wholesale Dealer in Wines and Malt tance to the proper Dlstrlgt Director.
Liquors," the requirements of this sec- The District Director-will enter the serial
tion will be met by the posting of a sn numbers of the stamps issued and stamp
of the character and dimensions pre- the date of sale on both copies of Form
scribd theraein, but wi dnsconorm- 428. He will send the stamps and thescribed herein, but with words conform- copy of Form 428 to the Assistant Re-
Ing to the designation of the special gionalCommissioner, who will deliver the
tax stamp. stamps to the applicant, either by mall
(53 Stat. 318; 26 U. S. C. 2831) or by a representative of his office, to-

§ 194.235 Bg retailers. Internal reve- gether with instructions In regard to af-,

nue laws do not require the posting of fixing them to the Containers.

signs by retail dealers in liquors, retail (53 Stat. 303 as amended; 26 U. S. C. 2903)
No. 252----4
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§ 194.244 Mutilated or mzssmg red
strip stamps found by internal revenu
oBer. When an internal revenue offi-
car discovers an unopened bottle con-
taining distilled spirits, to which no red
strip stamp is affixed, or on which the
red strip stamp Is mutilated to the extent
that the contents of the bottle are acces-
sible without further destruction of the
stamp, or on which the'red strip stamp
Is so mutilated that the genuineness
thereof cannot be determined, the officer
-wi direct that the bottle be set aside.
If the officer is satisfied that the spirits
in the bottle have been tax-paid, and the
original contents of the bottle have not;
been replaced or increased by the addi-
tion of any substance, he shafl secure an
affidavit from the proper person setting
forth the reason for the absence or muni-
lation of the stamp, accompanied by doc-
umentary evidence, If any, in support
thereof. The officer shall assist the per-
son in executing an application on Form
428 in order to procure a red strip stamp
to be affixed to.the bottle, pursuant to
-the procedure outlined in § 194.243.
When the internal revenue officer has
good reason to believe that the distilled
spirits have not been tax-paid, or that;
the original contents of the bottle have
been replaced or increased by the addi-
tion of a substance, he will seize the spir-
-its for forfeiture.
(53 Stat. 303 a amended; 26 U. S. C. 2803)

§ 194.245 Replacement not required.
It will not be necessary to require the
replacement of strip stamps where an
Immaterial portion of the stamp is miss-
Ing, or where the strip stamp has dropped
off a bottle and may be reaffixed thereto
by the dealer.

§ 194.246 Strip stamp missing; open
bottle. In the case of an opened bottle
of distilled spirits from which all por-
tions of the strip stamp have been re-
moved, there will be no necessity to re-
quire the restamping of the bottle if the
internal revenue officer is satisfied the
bottle contains all or a part of its ongmal
tax-paid contents only.

Subpart 0-4i1scellancaus

§ 194.250 Purchase or sale of used
containers. The purchase or sale of used
liquor bottles, and other authorized
marked containers bearing the penalty
clause, "Federal Law Forbids Sale or
Reuse of This Bottle" and other indicia,
is prohibited.
(53 Stat. 331; 20 U. S. C. 2871)

§ 194.251 Reuse or refilling contain-
ers. No liquor bottle or other author-
ized container shall be reused for the
packaging of distilled spirits, nor shall
the original contents, or any portion of
such original contents, remaining in a
liquor bottle or other authorized con-
tainer, be Increased by the addition of
any substance.
(53 Stat. 331; 20 U. S. 0. 2871)

§ 194.252 Possession of used contain-
ers. The possession of used liquor bot-
tIles or other authorized marked contain-
ers by any person other than the person
who empties the contents thereof is
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prohibited. This shall not prevent the
dealer upon whose premises such bottles
or containers may lawfully be emptied
from assembling the containers in rea-
sonable quantities upon such premises
for the purpose of destruction.
(53 Stat. 331; 26 U. S. 0. 2871)

§ 194.253 Tapping of beer barrels and
kegs. Fermented malt liquor tax stamps
must be affixed by the brewer to all bar-
rels-and kegs of beer before removing
them from the brewery. Beer kegs or
barrels must be tapped by driving the
faucet or tap rod or an air faucet of
equal size through the stamp. 'The
stamp thus destroyed must remain on
the barrel or keg until it is emptied.
(53 'Stat. 371 as amended; 26 U. S. C. 3159)

§ 194.254 Possession of undestroyed
beer stamps. The possession by any
dealer of fermented malt liquor tax
stamps which have not been destroyed
is evidence of failure on the part of such
dealer to destroy such stamps, as re-
quired by § 194.253, at the time of tap-
ping of the containers.
(53 Stat. 371 as amended; 26 U. S. C. 3159)

§ 194.255 Destruction of stamps,
marks, and brands on wine containers.
A dealer who empties any receptacle to
which wine tax stamps have been affixecl
shall destroy such stamps by scraping or
obliterating immediately on emptying
the receptacles to which they are affixed.
If the receptacle is a cask, barrel, or keg,
the dealer must, in addition to destroy-
ing the stamps, scrape or obliterate all
marks or brands affixed to such contain-
ers immediately upon emptying.
(53 Stat. 398; 26 U. S. C. 3301)

Subpart P-Packagtig Alcohol for Industrial
Purposes

194.260 Requirements and proce-
dure. Wholesale dealers in liquors may
package alcohol for industrial purposes
in containers in excess of 1 wine gallon
and less than 5 wine gallons and shall
be governed by those provisions of Regu-
lations 11 (26 CFR Part 189) which per-
tain to the filing of notice on Form 27 E,
the procurement, overprinting as to de-
nomination, attachment, and accounting
of strip stamps, and the maintenance of
Form 52 D. Forpn 27 E, properly modi-
fied, will be approved by the Assistant
Regional Commissioner, and will- not be
forwarded to the, Commissioner. Req-
uisitions on Form 428 for strip stamps
will be submitted to and approved by the
Assistant Regional Commissioner. The
strip stamps will be transmitted directly
by the District Director to the whole-
sale dealer in liquors. The wholesale
dealer in liquors shall keep records and
render monthly reports on Form 96
showing strip stamps received, used,
mutilated, and on hand. Bottling oper-
ations will be carried on without super-
vsion of a storekeeper-gauger. Form
52 D, properly modified,.will be used for
accounting for alcohol received, dumped,
and packaged. Preparation of Forms 230
will not be required.
(53 Stat. 303 as amended, 331; 26 U. S. C.
2803, 2871)

§ 194.261 Labeling. The wholesale
dealer in liquors packaging alcohol for
industrial purposes will affix to such
package a label bearing the word "Alco-
hol," and in conspicuous type the words
"For Industrial Use," and showing the
proof, the capacity of the container, and
his name and address. The wholesaler
may incorporate in the label other ap-
propriate statements: Provided, That
such statements shall not obscure or
contradict the data required hereby to be
shown on such labels.
(53 Stat. 303 as amended, 331; 26 U. S. C.
2803, 2871)

Effect. These regulations shall be ef-
fective as of December 1, 1953.

[SEAL] JUsTrN F WINKLE,
Acting Commissioner

of Internal Revenue.
Approved: December 22, 1953.
MARION B. FOLSOM,

Acting Secretary of the Treasury.
[F. It. Doc. 53-10735; Filed, Dec. 28, 1953;

8:45 a. BE]

Subchapter D-Employment Taxes
[Regulations 120]

PART 406-COLLECTION OF' INCOmE TAX AT
SOURCE ON WAGES; APPLICABLE ON AND
AFTER JANUARY 1, 1954

On October 10, 1953, there was pub-
lished in the FEERAL REGISTER (18 F R.
6469) a notice of proposed rule making,
regarding regulations relating generally
to collection of income tax at source on
wages under subchapter D of chapter 9
of the Internal Revenue Code with re-
spect to wages paid on or after January
1, 1954. After consideration of all rele-
vant matter presented by interested
parties regarding the rules proposed, the
regulations so published are hereby
adopted, subject tb the changes set forth
below-

PARAGRAPH 1. Section 406.206, relating
to statutory provisions, is revised as
follows:

(A) By striking subparagraph (A) of
section 1621 (al (8) and inserting in lieu
thereof the following:

(8) (A) For services for an employer
(other than the United States or any agency
thereof) (1) performed by a citizen of the
United States if, at the time of the payment
of such remuneration, it is reasonable to
believe that such remuneratio will be ex-
cluded from gross Income under section 116
(a), or (ii) performed In a foreign country

by such a citizen if, at the time of the
payment of such remuneration, the employer
is required by the law of any foreign country
to withhold income tax upon such remunera-
tion, or.

(B) By inserting immediately preced-
ing the period and closing bracket of the
historical note immediately following the
text of section 1621 (a) "" sec. 204 (b),
Techmcal Changes Act 1953"

PAR. 2. Section 406.501, relating to re-
ceipts for employees, is revised as
follows:

(A) By striking in subparagraph (1)
of paragraph (a) the words "original and
duplicate" and inserting in lieu thereof

"tax return copy- and the employco'8
copy"

(B) By striking all of paragraph (d)
which follows the heading "Undelivcrce
Forms W-2." and inserting in lieu
thereof the following: "The tax return
cQpy and the employee's copy of each
withholding statement on Form W-2 for
the calendar year which the employer Is
required to furnish to the employee and
which after reasonable effort he is un-
able to deliver to the 'employee shall be
transmitted to the district director with
the return on Form 941 filed by the em-
ployer for the first calendar quarter of
the next succeeding calendar year or
with the employer's final retfirn if filed
at an earlier date. Thus,) the unde-
livered copies of Forms W-2 ordinarily
will be transmitted to the district direc-
tor on or before April 30th or May 10th
of the year following that for which they
were issued, .depending upon when the
return for the first calendar quarter of
such year is required to be filed. In the
case of an employer having branch
offices, the undelivered copies of Forms
W-2 held In such branch offiees may be
transmitted by the employer with his
return or, at the option of the employer,
may be transmitted by the branch office
directly to the district director for the
internal revenue district in which the
branch office Is located. Such direct
transmittal by branch offices shall, be
made at the time prescribed for the ling
of the employer's return for the first
quarter of the calendar year following
that for which the Forms W-2 'were
issued or at the time of the filing of the
employer's final return If filed at an
earlier date. The provisions of this
paragraph are also applicable with re-
spect to any corrected statements issued
for a prior calendar year."

(C) By striking In paragraph (o) the
words "triplicates of the statements
(Form W-2a)" and Inserting In lieu
thereof "district director's copies of the
Forms W-2"

PAR. 3. Section 406.600, relating to
statutory provisions, is revised by strik-
ing In section 3612 the words "Internal
revenue agent" wherever they appear
therein in brackets and inserting In Jiou
thereof "collection officer"

PAR. 4, Section 406.601, relating to re-
turns, Is revised by striking paragraph
(b) and inserting In lieu thereof the

* following:
(b) District director's copies of Forms

W-2 (1) The district director's copy of
each withholding statement on Form
W-2 required to,be furnished by the em-
ployer with respect to wages paid during
the calendar year (as well as such copy
of each corrected statement for a prior
year) shall be included with the return
filed for the fourth quarter of the cal-
endar year or with the employer's final
return if filed at an earlier date.

(2) The copies of withholding state-
ments for the current calendar year
transmitted with the return shall be ac-
companied by a list (preferably In tle
form of an adding machine tape) of the
amounts of income tax withheld shown
on such forms. If an employer's total
payroll is made up on the basis of a
number of separate units or establish-
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ments, the forms may be assembled ac-
cordingly and a separate list or tape sub-
mitted for each unit. In such case, a
summary list or tape should be sub-
mitted, the total of which will agree with
the corresponding entry to be made on
Form 941. Where the number of forms
is large,.they may be forwarded in pack-
ages of convenient size. When this is
done, the packages should be identifled
'with the name of the employer and con-
secutively numbered. The number of
packages should be indicated at the top
of Form 941. The tax return, Form 941.
and remittance in cases of this kind
should be filed in the usual manner, a-
compamed by a brief statement that the
district director's copies of Forms W-2
are in separate packages.

(3) The district director's copies of
corrected Forms W-2 for a prior calen-
dar year shall be assembled separately
from the forms for the current calendar
year and shall be accompanied by a
statement explaining the corrections.

PVAi 5. Section 406.801, relating to
3eopardy assessments, is revised by strik-
ing paragraph (a) and inserting in lieu
thereof the following:

(a) Whenever, in the opinion of the
district director, the collection of the
tax will be 3eopardized by delay, he
should assess the tax, together with all
penalties and interest due. Upon assess-
ment such, tax, penalty, and interest
shall become immediately due and pay-
able.

PAR. 6. Section 406.812, relating to
additions to tax for delinquent or false
returns, is revised by striking in sub-
paragraph (1) () (a) of paragraph (a)
the words "an internal revenue agent"
and inserting in lieu thereof "a collec-
tion officer"

[SEAL] T. CoLnEA=N Amnnws,
Commassoner of Internal Revenue.

Approved: December 22, 1953.
M. B. FoLsMoT,

Acting Secretary of the Treasury.
SUBPART A-n ODUCOr PROVISIONS

Sec,
406.100
406.101
406.102

406.200

406.201

406.202

406.203
406.204

406205
406.206

406.207
406.208
406.209

406.210
406.211

406.212
406.213

Statutory provisions; citation.
Introduction.
Scope of regulations.

SUBPART B-DEF-NITIONS

Statutoryprovisions; definitions; in
general.

General definitions and Use of
terms.

Statutory provisions; definitions;
employee.

Employee.
Statutory provisions; definitions;

employer.
Employer.
Statutory provisions; definitions;

wages.
Wages.
Eclusions from wages.
Statutory provisions; income tax

collected at source; included and
excluded wages.

Included and excluded wages.
Statutory provisions; definitions;

'wages; public official.
Fees paid a public official.
Statutory provisions; definitions;

wages; members of the Armed
Forces.

FEDERAL REGISTER

Sec.
406.214 Remuneration of members of the

Armed Forces of the United States
for active service in combat zone
or while hospitalized " a rcslt
of such service.

406.215 Statutory provisions; defliltions;
wages; agricultural labor.

406.216 Remuneration for agricultural labor.
406217 Statutory provlonm; definitions,;

wages; domestic service.
406.218 Remuneration for domestic service.
406.219 Statutory provisions; definitions;

wages; service not In the course
of employer's trade or buiness.

406.220 Remuneration for service not In
the course of employer's trade or
business.

406.221 Statutory provisions; deflinitions;
wages; foreign government or in-
ternational organization.

406.222 Remuneration for servlces for for-
eign government or international
organization.

406.223 Statutory provisions; definitions;
wages; nonresident allens.

406.224 Remuneration for services of non-
resident alien Individuals.

406.225 Statutory provisions; definitions;
wages; citizens outside the United
States.

406.226 Remuneration for services of cit-
izens outside the United States.

406.227 Statutory provisions; defnitlons;
wages: minister of a church.

406.228 Remuneration for services per-
formed by a minister of a church
or by a member of a religlous
order.

406.229 Statutory provisions: definitlons;
wages; delivery or distribution of
newspapers.

406.230 Remuneration for delivery and dis-
tribution of newspapers, chopping
news, and magazines.

406231 Statutory provisions; defnitilonz;
wages; certain tax-exempt trusts
and annuity plans.

406.232 Payments from or to certain tax-
exempt trusts or under or to cer-
tain annuity plans.

SUBPART C-DETaMIATIOZ? OF TAX
406.00 Statutory provisions; determination

of tax.
406.301 Payroll period.
406.302 Requirement of withholding.
406.303 Percentage method withholding.
406.304 Wage bracket withholding.
406.305 Statutory provisions; income tax

collected at source; supplemental
wage payments.

406.306 Supplemental wage payments.
406.307 Statutory provisions; income tax

collected at source; payroll period
of more than one year.

406.08 Wages paid for payroll period of
more than one year.

406.309 Statutory provisions; income tax
collected at source; wage3 paid on
behalf of two or more employers.

406.310 Wages paid on behalf of two or more
employers.

406.311 Statutory provisions; income tax
collected at source; average
wages.

406.312 Withholding on basis of average
wages.

406.313 Statutory provisions; Income tax
collected at source; additional
withholding.

406.314 Additional withholding.
406.315 Statutory provisions; Income tax

collected at source; withholding
exemptions.

406.316 Withholding exemptions.
406.317 Statutory provisions; definitions;

number of withholding exemp-
tions claimed.

406.318 Number of withholding exemptions
claimed.

406.319 'Withholding exemption certificatc.
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Sec.
400.320 WMen withboldi.n exemption cr-

tiflcatea effective.
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400.400 Statutory provisions; liability for
tax.

400.401 iVabllty for ta.
400.402 Statutory provisiono; nondeduati-

bility of tax in computing net in-
came.

400.403 liondeductibllty of tax.

5UDA2T E-rfM=TIS

40.000 Statutory provis on; receipts for
employees.

403.501 Recelpts for employees.

SUXPA=I Y-nrVnSa. PAY-.1=fler 0 TAX,
ANID ZECO=53

400.C0O Statutory provislons; returns; pay-
ment of tax; and records.

40.601 Returns.
400.X02 Final returns.
400.603 Execution of returns.
400.601 Uco of prescribed forms.
400.605 Place and time for fling returns.
40G.C03 Payment of ta.
400.607 Records.

SUBP"ART G-AD3UST=E.TS, rE7UN55. C.EDITS.
AlD AnAITM -=T

400.7CO Statutory provisions; adjustments.
400.701 Quarterly adjustments.
400.702 Statutory provions:; refunds; cred-

Ito; and abatements.
400.703 Refund or credit of overpayments

which are not adju-table; abate-
ment of overa=s-saments.

400.704 Statutory provisions; credit for tax
withheld.

400.705 Credit for tax withheld: credit or
refund of overpayment of tax
withheld.

400.703 Statutory provisions; period of lm.!-
tatlon upon refund- and credits.

400.707 Period of limitation upon refunds
and credits.

suaPALT 2U- CZLLAT.'ZU3 VISIO5.

400.800 Statutory provlslons; Jeopardy as-
r-ament.

400.901 Jeopardy tssessments.
400S2 Statutory provisions; period of lml-

tation upon as=ment and col-
lection.

406.803 Period of limitation upon a-es
ment and collection.

400.804 Statutory provlsions; collection of
tax in Puerto Rico.

400.X05 Collection of tax in Puerto Rico.
406.806 Statutory provisiou; acts to be

performed by agents.
400.8(07 Acts to be performed by agents.
400.808 Statutory provisions; additions to

tax for failure to pay an assess-
ment after notice and demand.

400.09 Interest.
400.810 Addition to tax for failure to pay

an a- -ment after notice and
demand.

400.811 Statutory provislons; additions to
tax for delinquent or false returns.

400.812 Additlons to tax for delinquent or
falo returns.

400.813 Statutory prov-lons; penaltie.
400 814 Promulgation of reguatfons.

AUr0xor: 2§406.101 to 406.814 issued
under rec. 1423. 53 Stat 178, sac. 3791, 53
Stat. 467; 20 U. S. 0. 1423, 3791. Interpret or
apply sc. 1627. 57 Stat. 138; 26 U. S. C. 1627.

SIDPAT A--U ODUCTOPX P7oVrsIo:s
§ 406.100 Statutory promsions; cita-

tion.
S=. 2. CrAIron. (Pub. 1 (76th Congj.)
This act (enacting the Internal Revenue

Cdel] and the Internal revenue title Incor-
porated herein chall be known as the In-
ternal Revenue Code and may be cited as
IT IL C.1'
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§ 406.101 Introduction. These regu-
lations, which constitute Part 406 of
Title 26 of the Code of Federal Regula-
tions, are prescribed under subehapter
D, chapter 9, Internal Revenue Code.
The applicable provisions of subehapter
D, as well as certain applicable provi-
sions of other internal revenue laws of
particular importance, -will be found in
the appropriate places in, and are to be
read in connection with, the regulations
in this part. References to sections of
law are references to the Internal Reve-
nue Code unless otherwise expressly in-
dicated. Inasmuch as these regulations
constitute Part 406 of Title 26 of the
Code of Federal Regulations, each sec-
tion of the regulations bears a number
commencing with 406 and a decimal
point.

§ 406.102 Scope of regulations. (a)
The regulations in this part relate to the
collection of income tax at source on
wages paid on or after January 1, 1954,
regardless of when such wages were
earned.

(b) The regulations in this part, with
respect to the subject matter within the
scope thereof, supersede Regulations 116,
approved December 9, 1944 E26 CFR,
Part 405J, as amended, relating to the
collection of income tax at source on
wages under subehapter D, chapter 9,
Internal Revenue Code, in force prior to
January 1, 1954.

SUBPART B-DEFINITIONS
§ 406.200 Statutory provisons; deft-

nitions; in general.
SEc. 3797. I)EFnIToNs.
(a) When used in this title [Internal

Revenue Code] * * *-
(1) Person. The term "person" shall be

construed to mean and include an individual,
a trust, estate, partnership, company, or
corporation.

(2) Partnership and partner. The term
"partnership" includes a syndicate, group,
pool, joint venture, or other unincorporated
organization, through or by means of which
any business, financial operation, or venture
is carried on, and which is not, within the
meaning of this title, a trust or estate or a
corporation; and the term "partner" includes
a member in such a syndicate, group, pool,
Joint venture, or organization. A person
shall be recognized as a partner for income
purposes if he owns a capital interest in a
partnership in which capital is a material
income-producing factor, whether or not
such Interest was derived by purchase or
gift from any other person.

(3) Corporation. The term, "corporation"
includes associations, Joint-stock companies,
and insurance companies.

(4) Domestic. The term "domestic" when
applied to a corporation or a partnership
means created or organized in the United
States or under the law of the United States
or of any State or Territory.

(5) Foreign. The term "foreign" when ap-
plied to a corporation or partnership means
a corporation or partnership which Is not
domestic.

(6) Fiduciary. The t e r m "fiduciary"
means a guardian, trustee, executor, admin-
istrator, receiver, conservator, or any person
acting in any fiduciary capacity for any
person.

(9) Unite; States. The term "United
States" when used in a geographical sense
includes only the States, the Territories of
Alaska and Hawaii, and the District of
Columbia.
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(10) State. The word "State" shall be
construed to include the Territories and the
District of Columbia, where such construc-
tion is necessary to carry out provisions
of this title.

(11) Secretary. The term "Secretary"
means the Secretary of the Treasury.

(12) Commiss2oner. The term "Commis-
sioner" means the Commissioner of Internal
Revenue.

'(14) Taxpayer. The tarm "taxpayer"
means any person subject to a tax imposed
by this title.

(18) International organization. T h e
term "international organization" means a
public international organization entitled to
enjoy privileges, exemptions, and Immunities
as an international organization under the
International Organizations Immunities Act.

[Sec. 3797 (a), as amended by see. 511,
Revenue Act 1942; sec. 4 (i), Pub. Law 29.
(79th Cong.); sec. 340 (a), Revenue Act 1951.]

'(b) Includes and including. The terms
"includes" and, "including" when used in a
definition contained in this title shall not
be deemed to exclude other things otherwise
within the meaning of the term defined.

§ 406.201 General definitions and use
of terms. As used in the regulations in
this part-

(a) The terms defined in the provi-
sions of law contained in the regulations
in this part shall have the meanings so
assigned to them.

(b) "Internal Revenue Code" means
the act approved February 10, 1939 (53
Stat., Part 1) entitled "An act to con-
solidate and codify the internal revenue
laws of the United Stdtes" as amended.

(c) "Regulations 116" means the reg-
ulations approved December 9, 1944 (26
C R, Part 405) as amended, relating
to the collection of income tax at source
on wages under subchapter D, chapter 9,
Internal Revenue Code, m force prior
to January 1, 1954.

(d) "Person" includes an individual, a
corporation, a partnership, a trust or
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool, joint
venture or other unincorporated organ-
ization or group, through or by means of
which any business, financial operation,
or venture is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcy, re-
ceiver, assignee for the benefit of credi-
tors, conservator, or any person acting
in a fiduciary capacity.

(e) "District director" means district
director of internal revenue.
(f) "Identification number" means

the identifying number of an employer
assigned, as the case may be, under the
Federal Insurance Contributions Act or
Title VIII of the Social Security Act, or
by the district director in accordance
with § 406.606 (b) (3)

(g) "Calendar quarter" means a pe-
riod of three calendar months ending on
March 31, June 30, September 30, or
December 31.

(h) The term "Armed Forces of the
United States" includes all regular
and reserve components of the uniformed
services which are subject to the juris-
diction of the Secretary of Defense, the
Secretary of the Army, the Secretary of
the Navy, or the Secretary of the Air

Force. The term also Includes the Coast
Guard. The members of such forces In-
clude commissioned officers and tho per-
sonnel below the grade of commissioned
officer In such forces:

(i) The cross references In the regtt-
lations in this part to other portions of
the regulations, when the word "see" is
used, are made only for convenience and
shall be given no legal effect,

§ 406.202 Statutory provisions; defini-
tions; employee.

SEc. 1621. DEFmoNio.
As used in this subehapter [subohapter D

of chapter 9]-

(c) Employee. The term "employee" in.
cludes an offlcer, employee, or elected oficial
of the United States, a State, Territory, or
any political subdivision thereof, or the Diu-
trict of Columbia, or any agency or Instru-
mentality of any one or more of the foro-
going. The term "employeo" also Includes
an offlcer of a corporation.

[See. 1621 (c), as added by seo. 2 (a),
Current Tax Payment Act 1943.]

§ 406.203 Employee. (a) The term
"employee" includes every Individual
performing services if the relationship
between him and the person for whom
he performs such services is the legal
relationship of employer and employee.
The term includes officers and employees,
whether elected or appointed, of the
United States, a State, Territory, Puerto
Rico, or any political subdivision thereof,
or the District of Columbia, or any
agency or instrumentality of any one or
more of the foregoing.

(b) Generally the relationship of em-
ployer and employee exists when tie
person for whom services are performed
has the right to control and direct the
individual who performs the services,
not only as to the result to be accom-
plished by the work but also as to the
details and means by which that result
Is accomplished. That is, an employee
is subject to the will and control of the
employer not only as to what shall be
done but how it shall be done. In this
connection, It Is not necessary that the
employer actually direct or control the
manner in which the services are per-
formed; it is sufficient if he has the right
to do so. The right to discharge Is also
an important factor Indicating that the
person possessing that right is an em-
ployer. Other factors characteristic of
an employer, but not necessarily present
in every case, are the furnishing of tools
and the furnishing of a place to work to
the individual who performs the services,
In general, if an Individual Is subject to
the control or direction of another
merely as to the result to be accom.
plished by the work and not as to the
means and methods for accomplishing
the result, he is not an employee.

(c) Generally, physicians, lawyers,
dentists, veterinarians, c o n t r a o t o r s,
subcontractors, public stenographers,
auctioneers, and others who follow an in-
dependent trade, business, or profes-
sion, in which they offer their services
to the public, are not employees.

(d) Whether the relationship of em-
ployer and employee exists will in doubt-
ful cases be determined upon an exam-
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inatlon of the particular facts of each
case.

(e) If the relationship of employer
and employee exists, the designation or
description of the relationship by the
parties as anything other than that of
employer and employee is immaterial.
Thus if such relationship exists, it is of
no consequence that the employee is
designated as a partner, coadventurer,
agent, or independent contractor.

(f) The measurement, method, or des-
ignation of compensation is also im-
material, if the relationship of employer
and employee in fact exists.

(g) No distinction is made between
classes or grades of employees. Thus,
superintendents, managers, and other
superior employees are employees.
Generally, an officer of a corporation
is an employee of the corporation.
However, an officer of a corporation who
as such does not perform any services
or performs only minor services and
who neither receives nor is entitled to
receive, directly or indirectly, any re-
muneration is not considered to be an
employee of the corporation. A director
of a corporation in his capacity as such
is not an employee of the corporation.

(h) Although an individual may be
an employee under this section, his serv-
ices may be of such a nature, or per-
formed under such circumstances, that
the remuneration paid for such services
does not constitute wages within the
meaning of section 1621 (a)

-§ 406.204 Statutory provisions; defi-
nitions; employer.

SEC. 1621. Dfl nrorrs.
As used in this subchapter-

(d) EMployer. The term "employer"
means the person for whom an Individual
performs or performed any service, of what-
ever mature, as the employee of such person,
except that-

(1) If the person for whom the individual
performs or performed the services does not
have control of the payment of the wages
for such services, the term "employer" (ex-
cept. for the purposes of subsection (a))
means the person having control of the pay-
ment of such wages; and

(2) in the case of a person paying wages
on behalf of a nonresident alien individual,

-foreign partnership, or foreign -corporation,
not engaged in trade or business within the
United States, the term "employer" (except
for the purposes of subsection (a)) means
such person.

[Sec. 1621 (d), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943.]

§406.205 Employer (a) The term
"employer" means any person for whom
an individual performs or performed any
service, of whatever nature, as the em-
ployee of such person.

(b) It is not necessary that the serv-
ices-be continuing at the time the wages
are paid in order that the status of em-
ployer exist. Thus, for purposes of
withholding, a person for whom an in-
dividual has performed past services for
which he. is AtiM receiving wages from
such person is an "employer."

(c) If the person for whom the serv-
ices are or were performed does not have
legal control of the payment of the wages
for such services, the term "employer"
means (except for the purpose of the
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definition of "wages") the person having
such control For example, where wages,
such as certain types of pensions or re-
tired pay, are paid by a trust and the
person for whom the services were per-
formed has no legal control over the
payment of such wages, the trust Is the
"employer."

d) The term "employer" also means
(except for the purpose of the definition
of "wages") any persqn paying wages on
behalf of a nonresident allen individual,
foreign partnership, or foreign corpora-
tion, not engaged in trade or business
within the United States (including
Puerto Rico as if a part of the United
States)
(e) It Is a basic purpose to centralize

in the employer the responsibility for
Vithholding, returning, and paying the
tax and furnishing the statements re-
quired under section 1633. The forego-
ing two special definitions of the term
"employer" are designed solely to meet
unusual situations. They are Ziot in-
tended as a departure from the basic
purpose.

f) An employer may be an individual,
a corporation, a partnership, a trust, an
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool, joint
venture, or other unincorporated or-
ganization, group, or entity. A trust or
estate, rather than the fiduciary acting
for or on behalf of the trust or estate, Is
generally the employer.
(g) The term "employer" embraces

not only individuals and organizations
engaged in trade or business, but organi-
zations exempt from income tax, such
as religious and charitable organizations,
educational institutions, clubs, social or-
ganizations and societies, as well as the
governments of the United States, the
States, Territories, Puerto Rico, and the
District of Columbia, Including their
agencies, instrumentalities, and political
subdivisions.

§ 406.206 Statutory provisions; dell-
nitions; wages.
S, 1021. D :-rrro.s.
As used in this subchapter-
(a) Wages. The term "wages" means all

remuneration (other than fees paid to a
public official) for services performed by an
employee for his employer, including the
cash value of all remuneratlon paid n any
medium other than cash; except that such
term shall not include remuneration paid-

(1) For active service as a member of the
armed forces of the United States performed
prior to January!, 1955, In a month for which
such member Is entitled to the benefits of
section 22 (b) (13), or

(2) For agricultural labor (as defined In
section 1426 (h)), or

(3) For domestic service In a private home,
local college club, or local chapter of a college
fraternity or sorority, or

(4) For pervIce not In the course of the
employer's trade or business performed In
any calendar quarter by an employee, unless
the cash remuneration paid for such cervice
Is $50 or more and such cervice is performed
by an individual who is regularly employed
by such employer to perform such service.
For the purposes of this paragraph, an In-
dividual shall be deemed to be regularly
employed by an employer during a calendar
quarter only If (A) on each of some twenty-
four days during such quarter such ndivld-
ual performs for such employer for somo
portion of the day service not in the cource
of the employer's trade or business, or (B)._
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such Individual vas regulaly employed (as
determined under clause (A)) by such em-
ployer in the performance of such service
during the preceding calendar quarter, or

(5) For cervices by a cItize or resident of
the United States for a foreign government
or an international organization or for the
government of the Commonwealth of the
PhIlippines, or

(6) For cervices performed by a nonresi-
dent allen individual, other than (A) a resi-
dent of a contiguous country who enters and
leaves the United States at frequent In-
tervala, or (B) a resident of Puerto Rico if
such cervlce3 are performed as an employee
of the United States or any agency thercof,
or

(7) For such servIces, performed by a non-
resident alien Individual who Is a rerdent
of a contiguous country and who enters
and leaves the United States at frequent In-
terval, as may be deJgnated by regulations
prescrlbed by the Comissoner with the
approval of the Scretary, or

(8) (A) For services for an employer
(other than the United States or any agency
thereof) (I) performed by a citizen of the
United States If, at the time of the payment
of such remuneration, It is reasonable to
believe that such remuneration will be ex-
cluded from gros income under section 116
(a). or (11) performed In a foreign country
by such a citizen if, at the time of the pay-
ment of such remuneration, the employer
is required by the law of any foreign country
to withhold Income tax upon such remunera-
tion. or

(B)_ For services for an employer (other
than the United States or any agency
thereof) performed by a citizen of the United
Stateo within a posession of the United
Sate (other than Puerto Rico), if It is
re aonablo to believe that at leazt O per
centum of the remuneration to be paid to
the employee by such employer during the
calendar year will be for such service-. or

(C) For cervices for an employer (other
than the United States or any agency
thereof) performed by a citizen of the
United States within Puerto Rico, if It is
reasonable to boleve that during the entire
calendar year the employee will be a bona
fide resident of Puerto Rico, or

(0) For cervices parformed by a duly or-
dained, commiioned, or licensed minister
of a church in the exerclse of hs minis-try
or by a member of a religious order in the
exercise of duties required by such order, or

(10) (A) For serv Ces performed by a
Individual under the age of eighteen in the
delivery or distribution f newspapers or
shopping nes not Including delivery or dL-
tributon to any point for subsequent deliv-
ery or distribution, or

(B) For services performed by an Individ-
ual in, and at the time of. the sale of ne-
papers or magazinez to ultimate consumers.
under an arrangement under which the
novwpapera or magazines are to be sold by
him at a fixed price, his compensation being
baced on the retention of the exce-s of such
price over the amount at which the news-
papers or magazinea are charged to him,
whether or not he is guaranteed a minimum.
amount of compensoation for such service, or
is entitled to be credited with the unsold
nc.mpapers or magazines turned bc or

(11) For cervices not In the cource of the
employer's trade or buoiness, to the extent
paid in any medium other than cash, or

(12) To, or on behalf of. an emnloyee or
his beneficlary (A) from or to a trUst exempt
from tax under rection 165 (a) at the time
of such payment unles such payment I-
made to an employee of the trust as remun-
eration for services rendered as such em-
ployeo and not as a beneficiary of the tru-t,
or (B) under or to an annuity plan which, at
the time of such payment, meets the re-
quirements of ection. 165 (a) (3), (4), (5).
nnd (0).
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[Sec. 1621 (a), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943, and as amended
by sec. 4 (e), Pub. Law 291 (79th Cong.);
sec. 10, Pub. Law 384 (80th Cong.); sec. 209
(c), Social Security Act Amendments 1950;
secs. 202 (b), 221 (f) (1), and (2), Revenue
Act 1950; secs. 305 (c), 321 (b), Revenue Act
1951; sec. 2, Pub. Law 213 (83d Cong.)- see.
204 (b), Technical Changes Act 1953.)]

§ 406.207 W a g e s-(a) In general.
(1) The term "wages" means all re-
muneration for services performed by
an employee for his employer unless
specifically excepted under section 1621
(a) or excepted under section 1622 (g)
See §§ 406.206 to 406.232, nclusive.

(2) The name by which the remunera-
tion for services is designated is inma-
terial. Thus, salaries, fees, bonuses,
commissions on sales or on insurance
premiums, pensions, and retired pay are
wages within the meaning of the statute
if paid as compensation for services per-
formed by the employee for his employer.

(3) The basis upon which the re-
muneration is paid is immaterial in de-
termining whether the remuneration
constitutes wages. Thus, it may be paid
on the basis of piecework, or a percentage
of profits; and may be paid hourly, daily,
weekly, monthly, or annually.

(4) Generally the medium in which
the remuneration is paid is also imma-
terial. It may be paid in cash or m
something other than cash, as for ex-
ample, stocks, bonds; or other forms of
property. If services are paid forin a
medium other than cash, the fair market
value of the thing taken in payment is
the amount to be included as wages sub-
ject to withholding. If the services were
rendered at a stipulated price, in the ab-
sence of evidence to the contrary, such
price will be presumed to be the fair
value of the remuneration received. If
a corporation transfers to its employees
its own stock as remuneration for serv-
ices rendered by the employee, the
amount of such remuneration is the
fair market value of the stock at the
time of the transfer.

(5) If a person receives as remunera-
tion for services rendered a salary and
in addition thereto living quarters or
meals, the value to such person of the
quarters and meals so furnished shall
be added to the remuneration otherwise
paid for the purpose of determining the
amount of wages subject to withholding.
If, however, livig quarters or meals are
furnished to an employee for the con-
vemence of the employer, the value
thereof need not be included as wages
subject to withholding.

(6) Ordinarily facilities or privileges
(such as entertainment, medical services,
or so-called "courtesy" discounts on pur-
chases) furnished or offered by an em-
ployer to his employees generally are not
considered as wages subject to withhold-
mg if such facilities or privileges are of
relatively small value and are offered or
furnished by the employer merely as a
means of promoting the health, good
will, contentment, or effciency of his
employees.

(7) Where wages are paid in property
other than cash, the employer should
make necessary arrangements to insure
that the amount of the tax required to be

withheld is available for payment to the
district director.

(8) Tips or gratuities paid directly to
an employee by a customer of an em-
ployer, and not accounted for by the
employee to the employer, are not sub-
ject to withholding.

(9) Remuneration for services, unless
such remuneration is specifically ex-
cepted by the statute, constitutes wages
even though at the time paid the rela-
tionship of employer and employee no
longer exists between the person in
whose employ the services were per-
formed and the individual who per-
formed them.

Example. A is employed by R-during the
month of January 1954 and is entitled to
receive remuneration of $100 for the services
performed for R, the employer, during the
month. A leaves the employ of R at the
close of business on January 31, 1954. On
February 15, 1954 (when A is no longer an
employee of R), R pays A the remuneration
of $100 which was earned for the services per-
formed iL January. The -$100 is wages
within the meaning of the statute.

(b) Pensions and retirement pay. (1)
-In general, pensions and retired pay are
wages subject to withholding. However,
no withholding is required with respect
to amounts paid to an employee upon
retirement which are taxable as an-
nuities under the provisions of section 22
(b) (2) So-called pensions awarded by
one to whom no services have been ren-
dered are mere gifts or gratuities and do
not constitute wages. Those payments
of pensions or other benefits by the Fed-
eral Government under Title 38 of the
United States Code which are excluded
from gross income are not wages subject
to withholding.

(2) Retirement pay for service in the
Armed Forces of the United States is
subject to withholding unless such pay
is excluded from gross income under sec-
tion 22 (b) (5) Where such retirement
pay (not excluded from gross income
under section 22 (b) (5)) is paid to a
nonresident alien individual, withhold-
ing is required only in the case of such
amounts paid to a nonresident alien
individual who is a resident of Puerto
Rico.

(c) Traveling and other expenses.
Amounts paid specifically-either as ad-
vances or reimbursements-for travel-
ing or other bona fide ordinary and nec-
essary expenses incurred or reasonably
expected to be incurred in the business of
the employer are not wages and are 3lot
subject to withholding. Traveling and
other reiinbursed expenses must be iden-
tified either by making a separate pay-
ment or by specifically indicating the
separate amounts where both wages and
expense allowances are combined in a
single payment.

d) Vacation allowances. Amounts
of so-called "vacation allowances" paid
to an employee constitute wages. Thus,
the salary of an employee on vacation,
paid notwithstanding his absence from
work, constitutes wages.

(e) Dismissal payments. Any p)ay-
ments made by an employer to an em-
ployee on account of dismissal, that is,
involuntary separation from the service
of the employer, constitute wages re-
gardless of whether the employer is

legally bound by contract, statute, or
otherwise to make such payments,

(f) Deductions by employer from
wages of employee. The amount of any
tax which is required by law to be de-
ducted by the employer from the wages
of an employee is considered to be a
part of the employee's wages and is
deemed to be paid to the employee as
wages at the time the deduction Is made,
Other amounts deducted from the wages
of an employee by an employer also con-
stitute wages paid to the employee at
the time of the deduction. It is Imma-
terial that the Internal Revenue Code, or
any Act of Congress, or the law of any
State or of Puerto Rico, requires or per-
mits such deductions and the payment
of the amounts thereof to the United
States, a State, a Territory, Puerto Rico,
or the District of Columbia, or any po-
litical subdivision of any one or more
of the foregoing.

(gY Payment by an employer of em-
ployee's tax, or employee's contributions
under a State law. The term "wages"
includes the amount paid by an em-
ployer on behalf of an employee (with-
out deduction from the remuneration of,
or other reimbursements from, the em-
ployee) on account of any payment re-
quired from an employee under a State
unemployment compensation law, or on
account of any tax imposed upon the
employee by any taxing authority, In-
cluding the taxes imposed by sections
1400 and 1500.

(h) Remuneration for services as em-
ployee of nonresident alien individual or
foreign entity. The term "wages" In-
cludes remuneration for services per-
formed by a citizen or resident of the
United States as an employee of a non-
resident alien individual, foreign part-
nership, or foreign corporation whether
or not such alien individual or foreign
entity Is engaged In trade or business
within the United States. Any person
paying wages on behalf of a nonresident
alien Individual, foreign partnership, or
foreign corporation, not engaged in trade
or business within the United States
(including Puerto Rico as if a part of
the United States), Is subject to all the
provisions of law and regulations ap-
plicable with respect to an employer.
See § 406.205. See § 406.226 (c) for the
treatment of wages paid for services
performed by a citizen of the United
States in Puerto Rico.

§ 406.208 Exclusions from wages,
(a) Remuneration for services per-
formed by an employee for his employer
does not constitutewages for purposes
of withholding If It is specifically ex-
cepted from wages under any of the
numbered paragraphs of section 1621
(a) Remuneration so excepted does not
constitute wages for purposes of with-
holding even though It Is for services
performed within the United States or
for services performed outside the
United States by a citizen of the United
States for an American employer.

(b) The exception attaches to the
remuneration for services performed by
an employee and not to the employee
as an individual; that Is, the exception
applies only to the remuneration In an
excepted category.
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Example- A Is an Individual who Is em-
ployed part time by B to perform domestic
service in his home (tee § 406.218). A is
also employed by C part time to perform
services as a clerk in a department store
owned by bim. While no withholding Is
required with respect to A's remuneration
for services performed in the employ of B
(the remuneration being excluded from
wages), the exception does not embrace the
remuneration for services performed by A
in the employ of C and withholding Is
required with respect to the wages for such
services.

(c) For provisions relating to the cir-
cumstances- under which remuneration
winch is excepted is nevertheless deemed
to be wages, and relating to the cir-
cumstances under which remuneration
which is not excepted is nevertheless
deemed not to be wagessee §406.210.

§ 406.209 Statutory proMons; In-
come tax collected ut -source; Included
and excluded wages.

SEc. 1622. Icor TAx COLT' AT SOURCE.

(g) Included and excluded wages. If the
remuneration paid by an employer to an em-
ployee for services performed during one-half
or more of any payroll period of not more
than thirty-one consecutive days constitutes
wages, all the remuneration paid by such em-
ployer to such employee for such period shall
be deemed to be wages; but if the remunera-
tion paid by an employer to an employee for
services performed during more than one-
half of any such payroll period does not con-
stitute wages, then none of the remuneration
paid by such employer to such employee for
such period shall be deemed to be wages.

[Sec. 1622 (g), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943.]

§ 406.210 Included and -excluded
wages., (a) If a portion-of the re-
muneration paid by an employer to his
employee for services performed during
a payroll period constitutes wages, and
the remainder does not constitute-wag,
all the remuneration paid the employee
for services performed during such period
shall for purposes of withholding be
treated alike, that is, either all included
as wages or all excluded. The time dur-
ing which the employee performs serv-
ices, the remunerati6n for which under
section 1621 (a) constitutes wages, and
the time during which he performs serv-
ices, the remuneration for which under
such section does not constitute wages,
determine whether all the remuneration
for services performed during the payroll
period shall be deemed to be included or
excluded.

(b) If one-half or more of the em-
ployee's time in the employ of a particu-
lar person in a payroll period is spent
in performing services the remuneration
for which constitutes wages, then all the
remuneration paid the employee for serv-
ices performed in that payroll period
shall be deemed to be wages.

(c) If less than one-half of the em-
ployee's time in the employ of a particu-
lar person in a payroll period is spent in
performing services the remuneration
for which constitutes wages, then none
of the remuneration paid the employee
for services performed in that payroll
period shall be deemed to be wages.

Example (1). Employee A Is employed by
B who operates a farm and a store. The
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remuneration paid A for services on the farm
Is excepted as remuneration for agricultural
labor, and the remuneration for cervlc= per-
formed in the store constitutes wages. Em-
ployee A Is paid on a monthly basis.. During
a particular month, A works 120 hours on
the "arm and 80 hours in the store. Non
of the remuneration paid A for services pear-
formed during the month Is deemed to be
wages, since the remuneration paid for less
than one-half of the services performed dur-
ng the month constitutes wages.

During another month A works 75 hours
on the farm and 120 hours in the store. All
of the remuneration paid A for cevices per-
formed during the month Is deemed to be
wages since the re~iuneratlon paid for one-
half or more of the services performed during
the month constitutes wages.

Example (2). Employee C is employed as
a maid by D. a physician, whore home and
office are located in the same building. The
remuneration paid C for services in the home
Is excepted as remuneration for domestic
service, and the remuneration paid for her
services in the office constitutes wages. C is
paid on a weekly basis. During a particular
*week C works 20 hours in the home and 20
hours in the office. All of the remuneration
paid C for services performed during that
week Is deemed to be wages, since the remu-
neration paid -for one-half or more of the
services performed during the week consti-
tutes wages.

During another week C works 22 hours in
the home and 15 hours in the office. None of
the remuneration paid C for services per-
formed during that week Is deemed to be
wages, since the remuneration paid for less
than one-half of the services performed dur-
ing the week constitutes wages.

(d) The rules set forth In this section
do not apply (1) with respect to any
remuneration paid for services per-
formed by an employee for his employer
if the periods for which remuneration is
paid by the employer vary to the extent
that there is no period which constitutes
a payroll period within the meaning of
section 1621 (b) or (2) with respect to
any remuneration paid for services per-
formed by an employee for his employer
if the payroll period for which remu-
neration is paid exceeds 31 consecutive
days. In any such case withholding is
required with respect to that portion of
such remuneration which constitutes
wages.

§ 406.211 Statutory provisions; deji-
nitions; wages; public official.

SEC. 1621. DnmnezIous.
As used in this subchapter-
(a) Wagcs. The term 'wages" means all

remuneration (other than fees paid to a pub-
lie official) for services performed by an em-
ployee for his employer, * 0 0

[Sec. 1621 (a), as added by cec. 2 (a),
Current Tax Payment Act 1943. and as
amended by sec. 4 (e). Pub. Law 291 (79th
Cong.); sec. 10, Pub. Law 384 (BOth Cong.);
sec. 209 (c), Social Security Act Amendments
1950; sees. 202 (b). 221 (f) (1), and (2),
Revenue Act 1950; secs 305 (c), 321 (b).
Revenue Act 1951.]

5 0 0 a a

§ 406.212 Fees paid a public oficIaL
(a) Authorized fees paid to public off-
cials such as notaries pubic, clerks of
courts, sheriffs, etc., for services rendered
in the performance of their officlal
duties are excepted from the deflnltion
of the term "wages" and hence are not
subject to withholding. However, sal-
aries paid such officials by the Govern-
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mienk or Government agency or mstru-
m-entality, are subject to withholding.

(b) Amounts Paid to precinct workers
for services performed at election booths
n State, county, and municipal elections
and fees paid to jurors and witnesses
are In the nature of fees paid to public
officials and therefore are not subject;
to withholding.

§ 406.213 Statufory Promszons; defi-
niti s; ,wages; members of the Armed
Forces.

S=c. 162-1. D=ssrors,
As uced In this subchapter-
(a) Wages. The term '%7aes" means al

remuneration 0 0 0 for services per-
formed by an employee for his employer
* a -. except that such term shal not
Include remuneration paid-

(1) For active service as a member of the
armed forces of the United States performed
prior to January 1, 1955. in a month for
which such member Is entitled to the bene-
flt sof ecton 22 (b) (13). or

(Sec. 1621 (a) (1), = added by see. 2 (a),
Current Tax Payment Act 1943, and as
amended by cee. 10, Pub. Law W4 (8Oth
Cong.); sec. 202 (b), Revenue Act 1950; sec.
305 (c). Revenue Act 1951; Sec. 2, Pub. Law

213 (834d Cong.).]

§ 406.214 Remuneration of members
of the Armed Forces of the United States
for active service in combat zone or while
hospitalized as a result of such sermnc.
Remuneration paid for active service
as a member of the Armed Forces of the
United States performed prior to Jan-
uary 1. 1955. In a month during any part
of which such member served In a com-
bat zone (as determined under section 22
(b) (13)) or is hospitalized at any place
as a result of wounds, disease, or injury
Incurred while serving n such a combat
zone, s excepted from the definition of
the term "wages" and is, therefore, not;
subject to withholdig. The exception
with respect to hospitalization is appli-
cable, however, only If durm alI of such
month there are combatant activities in
some combat zone (as determined under
section 22 (b) (13)).

§ 406.215 Statutory proinosn; deft-
nitions; wages; agncultural labor.
S=c. 1621. Doyn.nos.
As uned In this subchapter-
(a) Wages. The term "wages" means all

remuneration o 0 * for services -per-
formed by an employee for his employer
0 * 0. except that such term shall not
include remuneration paid-

(2) For agricultural labor (as defined in
cectlon 1426 (h)). or

[See. 1621 (a) (2). as added by sec. 2 (a),
Current Tax Payment Act 1943.]

Src 1426. D=' ior.
When used In this subchapter [subchapter

A of chapter 9]-

(h) Agricultural Labor. The term "agri-
cultural labor" includes all service per-
formed-

(1) On a farm, in the employ of any per-
ron. In connectfon with cultivating the soil,
or in connection with raising or harvesting
any agricultural or horticultural cOmmOditt.
including the raising, shearing. feeding, car-
ing for, training, and management of live-
stock, bees, poultry, and fur-bearing 1nimal
and wildlife.
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(2) In the employ of the owner or tenant
or other operator of a farm, in connection
with the operation, management, conserva-
tion, improvement, or maintenance of such
farm and its tools and equipment, or in sal-
vaging timber or clearing land of brush and
other debris leftby a hurricane, if the major
part of such service is performed on a farm.

(3) In connection with the production or
harvesting of any commodity defined as an
agricultural commodity in section 15 (g) of
the Agricultural Marketing Act, as amended,
or in connection with the ginning of cotton,
or in connection with the operation or main-
tenance of ditches, canals, reservoirs, or
waterways, not owned or operated for profit,
used exclusively for supplying and storing
water for farming purposes.

(4) (A) In the employ of the operator of
a farm in handling, planting, drying, pack-
ing, packaging, .processing, freezing, grading,
storing, or delivering to storage or to mar-
ket or to a carrier for transportation to mar-
ket, in its unmanufactured state, any agri-
cultural or horticultural commodity; but
only if such operator produced more than
one-half of the commodity with respect to
which such service is performed.

(B) In the employ of a group of operators
of farms (other than a cooperative organi-
zation) in the performance of service de-
scribed in subparagraph (A), but only if such
operators produced all of the commodity
with respect to which such service is per-
formed. For .the purposes of this subpara-
graph, any unincorporated group of opera-
toks shall be deemed a cooperative organi-
zation if the number of operators compris-
ing such group is more than twenty at any
time during the, calendar quarter in which
such service is performed.

(C) The provisions of subparagraphs (A)
and (B) shall not be deemed to be appli-
cable with respect to service performed in
connection with commercial canning .or
commercial freezing or in connection with
any agricultural or horticultural commodity
after its delivery to a terminal market for
distribution for" consumption.

(5) On a farm operated for profit if such
service is not in the gourse of the employer's
trade or business oY-is domestic service in
a private home of the employer.

As used in this section, the term "farm"
includes stock, dairy, poultry, fruit, fur-
bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses or
other similar structures used primarily for
the raising of agricultural or horticultural
commodities, and orchards.

[Sec. 1426 (h), as added by see. 606, Social
Security Act Amendments 1939, and as
amended by sec. 204 (1), Social Security
Act Amendments 1950.1

SEc. 15. MiscmLLAmrOuS .ROVISIONS (AGRI-
CULTuRAL mARKEING ACT).

(g) As used in this adt, the term "agri-
cultural commodity" includes * * *
crude gum (oleoresin) from a living tree, and
the following products as processed by the
original producer of the crude gum (oleo-
resin) from which derived: Gum spirits of
turpentine and gum rosin, as defined in the
Naval Stores Act, approved March 3, 1923.

[See. 15 (g). Pub. Law 10 (71st Cong.), as
added by sec. 3, Pub. Law 867 (71st Cong.).]

SEC. 2. (TnE MAVAL STORES ACT).
That, when used in this act-

(c) "Gum spirits of turpentine" means
spirits of turpentine made from gum (oleo-
resin) from a living tree.

(h) "Gum rosinl" means rosin remaining
after the distillation of gum spirits of tur-
pentine.

RULESAND REGULATIONS

[Sec. 2 (c), (h), Pub. Law 478 (67th
Cong.).]

§ 406.216 Remineration for agrzcul-
tural labor-(a In general. (IY The
term "wages" does not include re-
muneration for services which constitute
agricultural labor as defined in section
1426 (h) The term "agricultural labor"
as so defined includes services of a char-
acter described in paragraphs (b) (c)
(d) (e) and (f) of this section. In
general, however, the term agricultural
labor does not include services performed
in connection with forestry, lumbering,
or landscaping.

(2) the term "farm" as used in the
regulations in this part includes stock,
dairy, poultry, fruit, fur-bearing .snlmal,
and truck farms, plantations, ranches,
nurseries, ranges, orchards, and such
greenhouses and other similar structures
as are used primarily for the raising of
agricultural or horticultural commodi-
ties. Greenhouses and other similar
structures used primarily for other pur-
poses (for example, display, storage, and
fabrication of wreaths, borsages, and
bouquets) do not constitute "farms."

(b) Servzces described zn section 1426
(W) (.) (1) Remuneration paid for
services performed on a farm by an em-
ployee of any person in connection with
any of the following activities is excepted
as remuneration for agricultural -labor:

(i) The cultivation of t,4e soil;
(ii) The raising, shearing, feeding,

.caring. for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, or wildlife; on

0i) The raising or harvesting of any
other agricultural or horticultural com-
modity.

(2) Remuneration paid for services
performed in connection with the pro-
duction or harvesting of maple sap, or in
connection with the raising or harvest-
ing of mushrooms, or in connection with
the hatching of poultry is excepted only
if such services are performed on a farm.
Thus, services performed in connection
with the operation of a hatchery, if not
operated as part of a poultry or other
farm, do, not constitute agricultural
labor. Services performed in the pro-
cessing (as distinguished from the gath-
ering) of maple sap into maplepsirup or
maple sugar do not constitute agricul-
tural labor, even though such services
are performed on a farm.

(c) Servzces described z section 1426
(h) (2) (1) The remuneration paid for
the following services performed by an
employee in the employ of'the owner or
tenant or other operator of one or more
farms is excepted-as remuneration for
agricultural labor, -provided the major
part of such services is performed on a
farm:

(i) Services performed in connection
with the operation, management, con-
servation, improvement, or mainte-
nance of any of such farms or its tools or
equipment; or

(ii) Services performed in salvaging
timber, or clearing land of brush and
other debris, left by a hurricane.

(2) The services described in sub-
Paragraph (1) (i) of this paragraph may

j3nclude, for example, serviced performed

by carpenters, painters, mechanics, farm
supervisors, irrigation engineers, book-
keepers, and other skilled or semhiskilled
workers, which contribute in any Way to
the conduct of the farm or farms, as
such, operated by the person employing
them, as distinguished from any other
enterprise in which such person may be
engaged.

(3) Since the services described in
this paragraph must be performed in
the employ of the owner or tenant or
other operator of the farm, the excep-
tion does not extend to remuneration
paid -for services performed by em.
ployees of a commercial painting con-
cern, for example, which contracts with
a farmer to renovate his farm properties.

(d) Services described in section 1420
(h) (3) Remuneration paid for serv.
ices performed by an employee in the
employ of any person In connection with
.any of the following operations is ex-
cepted as remuneration for agricultural
labor without regard to the place where
such services are performed:

(1) The ginning of cotton;
(2) The operation or maintenance of

ditches, canals, reservoirs, or waterways,
not owned or Operated for profit, used
exclusively for supplying or storing water
for farming purposes; or

(3) The production or harvesting of
crude gum (oleoresin) from a living tree
or the processing of such crude gum into
gum spirits of turpentine and gum rosin,
provided such processing is carried on by
the original producer of such crude gum.

(e) Services described in section 1426
(h) (4) (1) Remuneration paid for
services performed by an employee in
the handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrier for trans-bortation
to market, of any agricultural or horti-
cultural commodity Is excepted as re-
muneration for agricultural labor If.

(i) Such services are performed by
the employee In the employ of an op-
erator of a farm or in the employ of a
group of operators of farms (other than
a cooperative organization),

(ii) Such servicds are performed with
respect to the commodity In Its unmanu-
factured state; and

(ii) (a) Such operator produced
more than one-half of the commodity
with respect to which such services are
performed during the pay period, or (b)
such group of operators produced all of
the commodity with respect to which
such services are performed during the
pay period.

(2) The term "operator of a farm" as
used in this paragraph means an owner,
tenant, or other person, In possession of
a farm and engaged in the operation of
such farm.

43) The services described In this
Paragraph do not constitute agricultural
lbor If performed In the employ of a
cooperative organization. The term
"organization" Includes corporations,
joint-stock companies, and associations
which are treated as corporations under
the Internal 'Revenue Code. For the
purposes of this paragraph, any unin-
corporated group of operators shall be
deemed a cooperative organization if the
number of operators comprising such
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group is more than 20 at any time during
the calendar quarter in which the serv-
ices involved are performed.

-(4) Processing services which change
the- commodity from its raw or natural
state do not -constitute agricultural
labor. For example, the extraction of

uices from fruits or vegetables is a proc-
essing operation which changes the
character of the fruits or vegetables
from their raw or natural state and,
therefore, does not constitute agricul-
tural labor. On the other hand, services
rendered in the cutting and drying of
fruits or vegetables are processing oper-
ations which do not change the charac-
ter of the fruits or vegetables and, there-
fore, constitute agricultural labor, if the
other requisite conditions are met.
Services performed with respect to a
commodity after its character has been
changed from its raw or natural state by
a processing operation do not constitute
agricultural labor.

(5) The term "commodity" refers to
a single agricultural or horticultural
product, for example, all apples are to
be treated as a single commodity, while
apples and peaches are to be treated as
two separate commodities. The services
with respect to each such commodity are
to be considered separately in determin-
ing whether the condition set forth in
subparagraph (1) (iii) of this para-
graph has been satisfied. The portion
of the commodity produced by an opera-
tor or group of operators with respect to
which the services described in this para-
graph are performed by a particular
employee glhall be determined on the
basis of the pay period in which such
services were performed by such em-
ployee.

(6) The services described in this
paragraph do not include services per-
formed in connection with commercial
canning or commercial freezing, or in
connection with any commodity after its
delivery to a terminal market for dis-
tribution for consumption. Moreover,
since the services described in this para-
graph must be rendered in the actual
handling, planting, drying, packing,
packaging, processing, freezing, grad-
ing, storing, or delivering to storage or
to market or to a carrier for transporta-
tion to market, of the commodity, such
services do not, for example, include serv-
ices performed as stenographers, book-
keepers, clerks, and other office em-
ployees, even though such services may
be in connection with such activities.
However, to the extent that the services
of such individuals are performed in the
employ of the owner or tenant or other
operator 6f a farm and are rendered in
major part on a farm, they may be within
the provisions of paragraph (a) of this
section.

(f) Servzces described %n section 1426
(h) (5) Remuneration paid for serv-
ices not in the course of the employer's
trade or business (see § 406.220) or for
domestic service in a private home of
the employer (see § 406.218) is excepted
as remuneration for agricultural labor
if such services are performed on a farm
operated for profit. Generally, a farm
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is not operated for profit if it Is occupied
by the employer primarily for residential
purposes, or is used primarily for the
pleasure of the employer or his family
such as for the entertainment of guests
or as a hobby of the employer or his
family.

§ 406.217 Statutory provisions; deft-
nitions; wages; domestic service.

Src. 1621. Dzrmn=ons.
As used in this subchapter-
(a) Wages. The term "wages" means all

remuneration * 0 & for services per-
formed by an employee for his employer
0 * 0" except that such term chall not
Include remuneration paid-

(3) For domestic service In a private
home, local college club, or local chapter of
a college fraternity or rororlty, or

[Sec. 1621 (a) (3), asa dded by cec. 2 (a),
Current Tax Payment Act 1943.]

§ 406.218 Remuneration for domestic
servtce. (a) Remuneration paid for
services of a household nature per-
formed by an employee in or about the
private home of the person by whom he
is employed, or performed in or about
the club rooms or house of a local col-
lege club or local chapter of a college
fraternity or sorority by which he is
employed, is excepted from the term
"wages."

(b) A private home is the fixed place
of abode of an individual or family.

(a) A local college club or local chap-
ter of a college fraternity or sorority
does not include an alumni club or
chapter.

Cd) If the home Is utilized primarily
for the purpose of supplying board or
lodging to the public as a business enter-
prise, it ceases to be a private home and
the remuneration paid for services per-
formed therein is not excepted. Like-
wise, if the club rooms or house of a
local college club or local chapter of
a college fraternity or sorority is used
primarily for such purpose, the remuner-
ation paid for services performed therein
is not within the exception.

(e) In general, services of a house-
hold nature in or about a private home
include services rendered by cooks, maids,
butlers, valets, laundresses, furnacemen,
gardeners, footmen, grooms, and chauf-
feurs of automobiles for family use. In
general, services of a household nature
in or about the club rooms or house of
a local college club or local chapter of
a college fraternity or sorority include
services rendered by cooks, waiters,
butlers, maids, janitors, laundresses,
furnacemen, handymen, gardeners,
housekeepers, and housemothers.

f) The remuneration paid for serv-
ices of a household nature Is not within
the exception if performed in or about
rooming or lodging houses, boarding
houses, clubs (except local college clubs)
hotels, hospitals, eleemosynary institu-
tions, or commercial offices or establish-
ments.

(g) Remuneration paid for services
performed as a private secretary, even
though performed in the employer's
home, is not within the exception.
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§ 406.219 Statutory prostaons; deft-
nitions; wages; service not mii the course
of employe's trade or business.

6c. 1621. Davrnvois.
As uzed In this cubchapter-
(a) Wages. The term "wages" means all

remuneration 0 • * for ervices per-
formed by an employee for his employer
0 1 0" except that ouch term sil1 not
Include remuneratlon paid-

(4) For rervice not In the courza of the
employe' trade or businera performed In
any calendar quarter by an employee, unIer3
the cah remuneration paid for such Ervice
is SO or more and such cervice L performed
by on Individual who Is reaularly employed
by ouch employer to perform such lervice.
For the purpo: of this paragraph, an in-
dlvidual shall be deemed to be regularly em-
ployed by an employer during a calendar
quarter only If (A) on each of some twenty-
four daya during such quarter such Individ-
ual performs for ouch employer for some
portion of the day cervice not In the cour-a
of the employer' trade or buzinezs, or (B)
such individual was regularly employed (as
determined under clause (A)) by such em-
ployer in the performance of such service
during the preceding calendar quarter, or

(11) For rervice3 not In the course of the
employer's trade or business, to the extent
paid in any medlum other than cash, or

[Sec. 1G21 (a) (4). as added by rec. 2 (a),
Current Tax Payment Act 1943, and es
amended by rec. 203 (c), Social Security Act
Amendments 1950: and cec. 1621 (a) (11),
added by ec 203 (c), Social Security Act
Amendment3 1950.]

§406.220 Remuneration for sermce
not in the course of employer's trade dr
business. (a) The term 'wages" does not
include remuneration paid in any me-
dium other than cash for service not
in the course of the employer's trade or
business. Cash remuneration paid for
service not in the course of the em-
ployer's trade or business performed by
an employee for an employer in a cal-
endar quarter is excepted from the term
"wages" unlezs--

(1) The cash remuneration paid for
such service performed by the em-
ployee for the employer in the calendar
quarter is $50 or more; and

(2) Such employee is regularly em-
ployed in the calendar quarter by such
employer to perform such iervice.
Unless the tests set forth in both sub-
paragraphs (1) and (2) of this para-
graph are met, cash remuneration for
service not in the course of the employ-
er's trade or business is excluded from
wages.

(b) The term "service not in the
course of the employer's trade or busi-
ness" includes service that does not pro-
mote or advance the trade or business of
the employer. Remuneration paid for
service performed for a corporation
does not come within the exception.

(c) The test relating to cash remuner-
ation of $50 or more is based on the
remuneration earned during a calendar
quarter rather than on the remunera-
tion paid in a calendar quarter. How-
ever, for purposes of deternng-
whether the test is met, it is also re-
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quired that the remuneration be paid,
although it is nnmatenal when the re-
muneration is paid. Furthermore, in
determining whether $50 or more has
been paid for service not in the course
of the employer's trade or business, only
cash remuneration for such service
shall be taken into account. The term
"cash remuneration" includes checks
and other monetary media of exchange.
Remuneration paid in any other me-
dum, such as lodging, food, or other
goods or commodities, is disregarded m
determining whether the cash-remuner-
ation test is met.

(d) For the purposes of this excep-
tion, an individual is deemed to be regu-
larly employed by an employer during a
calendar quarter only if:

(1) Such individual performs service
not in the course of the employer's trade
or business for such. employer for some
portion of the day on at least 24 days
(whether or not consecutive) during such
calendar quarter; or

(2) Such individual was regularly em-
ployed (as determined under subpara-
graph (1)) by such employer in the
performance of service not in the course
of the employer's trade or business dur-
ing the preceding calendar quarter.

(e) In determining whether an" em-
ployee has performed service not in the
course of the employer's trade or busi-
ness on at least 24 days during a calendar
quarter, there shall be counted as one
day-

(1) Any day or portion thereof on
which the employee actually performs
such service; and

(2) Any day or portion thereof on
which the employee does not perform
service of the prescribed character but
with respect to which cash remuneration
is paid or payable to the employee for
such service, such as a day on which the
employee is sick or on vacation.
An employee who on a particular day
reports for work and, at the direction
of his employer, holds himself in readi-
ness to perform service not in the course
of the employer's trade or business shall
be considered to be engaged in the actual
performance of such service on that
day. For the purposes of this excep-
tion, a day is a period of 24 hours com-
mencing at midnight and ending at mid-
night.

(f) For provsions relating to service
not in the course of the employer's
trade or business and domestic service
performed on a farm operated for profit,
see § 406.216 (f) For provisions relat-
ing to domestic service in a private
home, local college club, or local chapter
of a collegb fraternity or sorority, see
§ 406.218.

§ 406.221 Statutory provizsons; defi-
nitions; wages; foreign government or
international organization.

SEC. 1621. DEFrnzTiONs.
As used In this subchapter-
(a) Wages. The term "wages" means all

remuneration * * * for services per-
formed by an employee for his em-
ployer * * * except that such term shall
not include remuneration paid-

" " a 2o "
(5) For services by a citizen or resident of

the United States for a foreign government
or an international organization or for the

government of the Commonwealth of the
Philippines, or

[Sec. 1621 (a) (5), as added by sec. 2 (a),
Current Tax Payment Act 1943, and as
amended by-see. 4 (e), Pub. Law 291 (79th
Cong.).

SEC. 3797. DEFINTIONS.
(a) When used in this title * * *

* * * * a
(18) International organization. The

term "international organization" means a
public international organization entitled to
enjoy privileges, exemptions, and immunities
as an international organization under the
International Organizations Immunities Act.

[Sec. 3797 (a) (18), as added by sec. 4 (1),
Pub. Law 291 (79th Cong.).]

SEC. 1. (INTER=NATIOINAL ORGAN=IATIONS II-
.TUN=iTIES ACT).
For the purposes of this title [Interna-

tional Organizations Immunities Act], the
term "international organization" means a
public international organization in which
the United States participates pursuant to
any treaty or under the authority of any
Act of Congress authorizing such partic-
ipation or making an appropriation for such
participation, and which shall have been
designated by the President through appro-
priate Executive order aa being entitled to
enjoy the privileges, exemptions, and im-
munities herein provided. The President
shall be authorized, in the light of the func-
tions performed by any such international
organization, by appropriate Executive or-
der to withhold or withdraw from any such
organization or Its officers or employees any
of the privileges, exemptions, and immuni-
ties provided for in this title (including the
amendments made by this title) or to con-
dition or limit the enjoyment by any such
organization or its officers or employees of
any such privilege, exemption, or immunity.
The President shall be authorized, if in his
judgment such action should be justified
by. reason of the abuse by an international
organization or its officers and employees
of the privileges, exemptions, and immuni-
ties herein provided or for any other reason,
at any time to revoke the designation of any
international organization under this sec-
tion, whereupon the international organiza-
tion in question shall cease to be classed as
an international organization for the pur-
poses of this title.

[See. 1, Pub. Law 291 (79th Cong.).]

§ 406.222 Remuneration for services
for foreign government or international
organization-(a) Servzces for foreign
government. (1) Remuneration paid
for ,services performed as an employee of
a foreign government, or the govern-
ment of the Commonwealth of the
Philippines, is excepted. The exception
includes not only remuneration paid for
services performed by ambassadors, min-
isters, and other diplomatic officers and
employees but also remuneration paid
for services performed as a consular or
other officer or employee of a foreign
government, or the government of the
Commonwealth of the Philippines, or as
a nondiplomatic representative of such a
government. However, the exception
does not include remuneration for serv-
ices performed for a corporation created
or. organized m the United States or
under the laws of the United States or of
any State (including the District of
Columbia or the Territory of Alaska or
Hawaii) or of Puerto Rico even though
such corporation iswholly owned by such
a government.

(2) The citizenship or residence of the
employee and the place where the serv-

ices are performed are Immaterial for
purposes of the exception.

(b) Services for international organi-
zation. Subject to the provisions of sec-
tion 1 of the International Organizations
Immunities Act, remuneration paid for
services performed within or without the
United States by an employee for an
international organization as defined in
section 3797 (a) (18) Is excepted from
the term "wages." The term "employee"
as used in the preceding sentence in-
cludes not only an employee who is a
citizen or resident of the United States
but also an employee who Is a nonresi-
dent alien individual. The term "em-
ployee" also includes an officer. An
organization designated by the President
through appropriate Executive order as
entitled to enjoy the privileges, exemp-
tions, and Immunities provided In the
International Organizations Immunities
Act may enjoy the benefits of the exolu-
sion from wages with respect to remu-
neration paid for services performed for
such organization prior to the date Of
the issuance of such Executive order, if
(1) the Executive order does not provide
otherwise and (2) the organization i a
public International organization in
which the United States partielpateg,
pursuant to a treaty or under the au-
thority of an Act of Congress authorizing
such participation or making an appro-
priation for such participation, at the
time such services are performed.

§ 406.223 Statutory provisions; deft.
nitions; wages; nonresident aliens.

SEC. 1621. Dmxrrons.
As used in this subchapter-
(a) Wages. The term "wages" moans all

remuneration * * * for services per-
formed by an employee for his employer
* * *" except that such term ahall nob
Include remuneration paid-

(6) For servicea performed by a nonreob-
dent alien individual, other than (A) a resi-
dent of a contiguous country who enters and
leaves the United States at frequent intervals,
or (Bl) a resident of Puerto Rico if such serv-
ices are performed as an employee of the
United States or any agency thereof, or

(7) For such services performed by a non-
resident alien individual who Is a resident of
a contiguous country and who enters and
leaves the United States at frequent inter-
vals, as may be designated by regulations
prescribed by the Commissioner with the
approval of the Secretary, or

[Sec. 1621 (a) (0), as added by see. 2 (a),
Current Tax Payment Act 193, and att
amended by sec. 221 (f) (1), Revenue Act
1950; and sec. 1621 (a) (7), as added by zoo,
2 (a), Current Tax Payment Act 1943.]

§ 406.224 Remuneration for services
of nonresident alien zndividuals. (a)
Except in the case of certain nonresident
alien individuals who are residents of
Canada, Mexico, and Puerto Rico, remu-
neration for services performed by non-
resident alien individuals does not
constitute wages subject to withholding
under section 1622. For withholding of
income tax on wages paid for services
performed within the United States in
the case of nonresident alien individuals
generally, see section 143 and regulations
thereunder.

(b) Withholding Is required In the
case of wages paid to nonresident aliens
who are residents of a contiguous coun-
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try (Canada or Mexico) and who enter
and leave the United States at frequent
intervals, except such'aliens who, in the
performance of their duties in transpor-
tation service between points in the
United States and points in a contiguous
country, enter and leave the United
States at frequent intervals. This ex-
ception applies to personnel engaged in
railroad, ferry, steamboat, and aircraft
services and applies alike whether the
employer is a domestic or foreign entity.
Thus, the wages of- a nonresident alien
individual who is a resident of Canada
and an employee of a domestic railroad,
for services as a member of the crew of
a train operating between points in Can-
ada and- points in the United States,
shall not be subject to withholding under
section 1622. The exemption, however,
has no application to a resident of Can-
ada who, for example, is employed at a
fixed point in the United States, such as
a factory, store, or office, and who com-
mutes from his home in Canada in the
pursuit of his employment within the
United States; nor does it apply to an
alien employee of a railroad corpora-
tion who is on duty within the United
States, even though he enters and leaves
the United States in reaching his place
of employment from his home in a con-
tiguous country.

(c) In order for the exemption to ap-
ply, the nonresident alien employee must
file with his employer a certificate con-
taming the following: The employee's
name and address, and a statement that
he is nat a citizen of the United States,
and that he is a resident of the named
contiguous country and the approximate
period of time during which he has occu-
pied such status. Such certificate shall
contain, or be verified by, a written
declaration that it is made under the
penalties of perjury. Although the form
is not prescribed, the certificate must
contain all the information required by
this section.

(d) Withholding is notxequired in the
case of wages paid to a nonresident alien
individual for services performed in
Puerto Rico for an employer (other than
the United States or any agency there-
of) even though such alien individual is
a resident of Puerto Rico at the time
when such services are performed.
Wages paid for services performed by a
nonresident alien individual who is a
resident of Puerto Rico are subject to
withholding if such services are per-
-ormed as an employee of the United
States or any agency thereof. The place
of performance of such services is imma-
tenal, provided such alien individual is a
resident of Puerto Rico at the time of
performance. Wages representing re-
tired pay for service in the Armed Forces
of the United States are subject to with-
holding under the limitations specified
in §406.207 (b) (2) in the case of an
alien resident of Puerto Rico.

§ 406.225 Statutory provzszons: deft-
nitions; wages; citizens outside the
United States.

SEc. 1621. DEPnMrzoNs.
As used in this subchapter-
(a) Wages. The term "wages" means all

remuneration * * * for services per-
formed by an employee for his employer
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* * *" except that such term chill not
Include remuneration paid-

(8) (A) For services for an employer (other
than the United States or any agency
thereof) (I) performed by a citizen of the
United States If, at the time of the pay-
ment of such remuneration, it Is reasonable
to believe that such remuneration will be
excluded from gross income under cection
116 (a). or (1i) performed In a foreign coun-
try by such a citizen If. at the time of the
payment of such remuneration, the em-
ployer is required by the law of any foreign
country to withhold Income tax upon such
remuneration, or

(B) For services for an employer (other
than the United States or any agency
thereof) performed by a citizen of the
United States within a poseic:on of the
United States (other than Puerto Rico). If
It is reasonable to believe that at leat 80
per centum of the remuneration to be paid
to the employee by such employer during the
calendar year will be for such ervices, or

(C) For services for an employer (other
than the United States or any agency
thereof) performed by a citizen of the United
States within Puerto Rico, if It Is reasonable
to believe that during the entire calendar
year the employee will be a bona fide reI-
dent of Puerto Rico, or

[Sec. 1621 (a) (8). as added by ec. 2 (a),
Current Tax Payment Act 1943, and as
amended by sec. 10. Pub. Law 384 (COth
Cong.); sec. 221 (f) (2). Revenue Act 1950;
see. 321 (b), Revenue Act 1951: cc. 204 (b),
Technical Changes Act 1953.)

SEc. 116. ExcLuoos r-oer cno icozir.
In addition to the items specified In sec-

tlon 22 (b), the following items shall not be
included In gross income and shall be exempt
from taxation under this chapter [Chap-
ter I]:

(a) Earned income from sources ithout
the United States-(l) Bona fldo resident
of foreign country. In the caoe of an indi-
vidual citizen of the United States, -ho
establishes to the satisfaction of the Secre-
tary that he has been a bona fide re"ident of
a foreign countly or countrle for an un-
nterrupted period which includes an entire
taxable year, amounts received from rources
without the United States (except amounts
paid by the United States or any agency
thereof) if such amounts constitute earned
income (as defined in paragraph (3)) attrib-
utable to such period; but such Individual
shall not be allowed as a deduction from his
gross Income any deductions properly alloca-
ble to or chargeable against amounts ex-
cluded from gross Income under this
paragraph.

(2) Presence in foreign country for 17
months. In the case of an Individual citi-
zen of the United States, who during any
period of 18 consecutive months Is present
in a foreign country or countries during at
least 510 full days In such period, amounts
received from sources without the United
States (except amounts paid by the United
States or any agency thereof) If such
amounts constitute earned income (as de-
fined in paragraph (3)) attributable to such
period; but such individual shall not be
allowed as a deduction from. his gross in-
come any deductions properly allocable to or
chargeable against amounts excluded from
gross income under this paragraph. If the
18-month period includes the entire taxable
year, the amount excluded under this para-
graph for such taxable year shall not exceed
$20,000. If the 18-month period does not In-
clude the entire taxable year, the amount
excluded under this paragraph for such tax.
able year shall not exceed an amount which
bears the same ratio to $20,000 as the num-
ber of days In the part of the taxable year
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within the l8-month perld b rsto the totsl
number of days in such year.

[Se- 116 (a) (1). (2).as amended by sec.
148 (a), Revenue Act 1942; cec. 107, Revenue
Act 1943; rec. 321 (a), Revenue Act 1951; sea.
204 (a), Technical Changes Act 293.1

§ 406.226 Remuneration for sermces
of citizens outside the United States-(a)
Citizens in foreign countrnes-l) Elimz-
nation of double withholding. (i) The
remuneration paid for services per-
formed In a foreign country for an em-
ployer (other than the United States or
any agency or Instrumentality thereof)
by a citizen of the United States does not
constitute wages and hence Is not subject
to withholding, if at the time of the
payment of such remuneration the em-
ployer Is required by the law of any for-
eign country to withhold income tax
upon such remuneration.

(H1) The remuneration Is not exempt
from withholding under this subpara-
graph if the employer Is not required by
the law of a foreign country to withhold
income tax upon such remuneration.
Mere agreements between the employer
and the employee whereby the estimated
income tax of a foreign country is with-
held from the remuneration in anticipa-
tion of actual liability under the law of
such country will not suffice.

(Ill) The exemption from withholding
provided by this subparagraph does not
apply by reason of withholding of income
tax pursuant to the law of a possession
or territory of the United States or of
a political subdivision of a foreign state.

(2) Resident of a foreign countryj. (i)
The remuneration paid for services per-
formed outside the United States for an
employer (other than the United States
or any agency or instrumentality there-
of) by a citizen of the United States does
not constitute wages and hence Is not
subject to withholding, if at the time of
payment It Is reasonable to believe that
such remuneration will be excluded from
gross income under the provisions of
section 116 (a) (1).

(i1) Section 116 (a) (1) provides that,
in the case of an individual citizen of the
United States who establishes to the
satisfaction of the Commissoner that
he has been a bona fide resident of a
foreign country or countries for an un-
interrupted period which includes an
entire taxable year, all amounts received
from sources without the United States
(except amounts paid by the United
States or any agency or Instrumentality
thereof) shall be excluded from gross
income if such amounts constitute
earned income, as defined in section 116
(a) (3), which Is attributable to such
uninterrupted period. See section 116
(a) and the regulations thereunder.

(ill) The employer may, in the ab-
sence of cause for a reasonable belief to
the contrary, presume that remuneration
for services performed outside the
United States during the taxable year,
or applicable portion thereof, will be ex-
cluded from gross income under the
provisions of section 116 (a) (1) for each
taxable year in respect of which the em-
ployee properly executes and files in
duplicate with the employer a, statement
in the following form:
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STATEMENT FOR CLAInUNG BENEFIT OF SECTIOIX
116 (a) (1)

For calendar year --------
or fiscal year

beginning -------- and ending --------

(A) My name Is ----------------- My
present address is --------------- I am
employed by ---------

(B) My last address in the United States
was ------------ The internal revenue dis-
trIct In which I filed my last income tax
return Is -------------------

(C) I ------------------ file my ncome
(Door do not)

tax return on the calendar-year basis.
(D) I file my Income tax return on the

basis of the fiscal year beginning ------.
19-- and ending -------------

19 . ..

(E) I am a citizen of the United States.
(F) I have been a bona fide resident of

the following foreign country or countries,
namely, -------------- for an uninter-
rupted period which began on -----------
19 .....

(G) I expect to remain abona fide resident
of a foreign country or countries from the
date of this statement until the end of the
taxable year In respect of which this state-
ment is filed.

(H) On the basis of the facts in my case I
have good reason to believe that, with respect
to the above period of foreign residence fall-
ing within the taxable year, I will satisfy the
bona fide foreign-residence requirement pre-
scribed by section 116 (a) (1) of the Internal
Revenue Code.

(I) I understand that hny exemption from
withholding of tax permitted by reason of
the filing of this statement is not a determi-
nation by the Commissioner of Internal Rev-
enue that any remuneration paid to me for
any services performed during the taxable
year is excludable from gross income under
the provisions of section 116 (a) (1) of the
Internal Revenue Code.

I declare under the penalties of perjury
that this statement has been examined by
me and to the best of my knowledge and
belief is true and correct.

(Signature of taxpayer)

Date: ------------- ,

(iv) If with respect to any employee
the employer was entitled to presume
for the two consecutive taxable years
immediately preceding the employee's
current taxable year that the employe's,
remuneration for services performed
outside the United States during such
preceding taxable years would be ex-
cluded from gross income under the
provisions of section 116 (a) (1), he may,
if such employee is residing in a foreign
country on the first day of such current
taxable year, presume that, in the ab-
sence of cause for a reasonable belief to
the contrary, the remuneration for serv-
ices performed outside the United States
during such current taxable year will be
excluded from gross income under the
provisions of section 116 (a) (1)

(3) Physzcal presence mn. a foreign
country. (I) The remuneration Paid
for services performed outsidethe-United
States for an employer (other than the
United States or any agency or in-
strumentality thereof) by a citizen of
the United States does not constitute
wages and hence is not subject to with-

holding, if at the time of payment it Is
reasonable to believe that such remun-
eration will be excluded from gross in-
come under the provisions of section 116
(a) (2)

(i) Section 116 (a)"(2) provides that,
in the case of an individual citizen of
the United States who during any period
of 18 consecutive months is present in a
.foreign country or countries during at
least 510 full days in such period,
amounts received from sources without
the United States (except amounts paid
by the United States or'any agency or
instrumentality thereof) shall be ex-
cluded from gross income if such
amounts constitute earned income, as
defined in section 116 (a) (3) which is
attributable to such period. However,
the total amount so excluded from gross
income under the provisions of such sec-
tion shall not exceed $20,000 for each
taxable year if the 18-month period in-
cludes the entire taxable year. If the
18-month period does not include the
entire taxable year, the amount ex-
cluded from gross income under such
section for such taxable year shall not
exceed an amount which bears the same
ratio to $20,000 as the number of days
in the part of the taxable year within

,the 18-month period bears to the total
number of days in such year. See sec-
tion 116 (a) and the regulations there-
under.

(iiI) The employer may, in the absence
of cause for a reasonable belief to the
contrary, presume that remuneration for
services performed outside the United
States during the taxable year, or ap-
plicable portion thereof, will be excluded
from gross income under the provisions
of section 116 (a) (2) for each taxable
year in respect of which the employee
properly executes and files m duplicate
with the employer a statement in the
form set forth below. The presumption
shall not apply after the total payments
made during the taxable year of the
employee equal $20,000 or such lesser
amount as may be allowable under sec-
tion 116 (a) (2) on the basis of the facts
shown in such statement.

STATEMENT FOR CLAnnIxN BE 'IWT OF SEcTOI
116 (a) (2)

For calendar year --------
or fiscal year

beginning -------- and ending .......

(A) My name is --------. My present
address is --------. I am employed by

(B) My last address in the United States
was ---------------- The internal reve-
nue district in which I filed my last income
tax return is

(C) I ------------------ file my income
(Do or do not)

tax return on the calendar-year basis.
(D) I file my income tax return on the

basis of the fiscal year beginning ........
19 .. , and ending ----------- 19_..

(E) I am a citizen of the United States.
(F) Except for occasional absences which

have not disqualified me for the benefit of
section 116 (a) (2) of the Internal Revenue
Code, I have been present in the following
foreign country or countries, namely -----
during the period of time which began on-------- .. -- --- -

(G) I expect to be present In a forelgn
country or countries, except for occasional
absences not disqualifying me for the benefit
of£section 116 (a) (2), from the date of this
statement until the end of the taxable year
in respect of which this statement Is filed, or,
if not for such period, from the date of this
statement until the following date within
such taxable year, namely, .-------.-----
19- _..

(H) On the basis of the facts In my case
I have good reason to believe that, with re-
spect to the above period of presence In a
foreign country or countries falling within
the taxable year, I will satisfy the 610 full-
day requirement prescribed by section 110
(a) (2) of the Internal Revenue Code.

(I) In the event I become disqualified for
the exclusion provided by section 110 (a)
(2) in respect of all or part of the abovo
period of presence In a foreign country or
countries falling within the taxable year, I
will Immediately notify my employer, giving
sueliclent facts to Indicate the part, if any,
of such period falling within such year In
respect of which I am qualified for such
exclusion.

(J) I understand that any exemption from
withholding of tax permitted by reason Of
the iling of this statement Is not a de-
termination by the Commissioner of In-
ternal Revenue that any remuneration paid
to me for any services performed during the
taxable year is excludable from gross income
under the provisions of section 116 (a) (2)
of the Internal Revenue Code.

I declare under the penalties of perjury
that this statement has been examined by
me and to the best of my knowledge and
belief is true and correct.

(Signature of taxpayer)
Date: ---------- ,

(4) General The original of each
statement filed with the employer pur-
suant to subparagraphs (2) and (3) of
this paragraph (a) shall be transmitted
to the district director with the employ-
er's return on Form 041 required by
§ 406,601 for the quarter of the calendar
year within which such statement Is
filed. The duplicate copy shall be re-
tained by the employer.

(b) Citizens zn possessions of th
United States other than Puerto Rico.
(1) Remuneration paid for services
for an employer (other than the United
States or any agency thereof) performed
by a citizen of the United States within
a possession of the United States, other
than Puerto Rico, Is not subject to with-
holding, if it is reasonable to believe
that at least 80 percent of the remunera-
tion to be paid to the employee by such
employer during the calendar ybar will
be for such services.

(2) Withholding Is required in the
case of remuneration paid to a citizen
of the United States for services per-
formed as an employee of the United
States or any agency thereof In any
possession of the United States, including
Puerto Rico.

(c) Citizens in Puerto Rico. (1) Re-
muneration paid for services performed
within Puerto Rico for an employer
(other than the United States or any
agency thereof) by a citizen of the
United States Is not subject to with-
holding, if it Is reasonable to believe that
during the entire calendar year the em-
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ployee will be a bona fide resident of C § 406.229 Statutoryprovisions; defnf-
Puerto Rico. tions; wages; delivery or distribution of

(2) In addition, the employer may, in newspapers.
the absence of cause for a reasonable Snc. 1621. DIErnqoxs
belief to the contrary, presume that an As used in this subchapter-
employee-will- be a bona fide resident of (a) Wages. The term "wages" means all
Puerto Rico during the entire calendar remuneration 0 * * for servlces per-
yearx- formed by an employee for his employer

(i) In every case except where the * * *' except that such term rhal not
employee is known by the employer to include remuneration pald-
have maintained his abode at a place • • * * •
outside Puerto Rico at some time during (10) (A) For services performed by an
the current or the preceding calendar individual under the age of eighteen n the
year; or delivery or distribution of newspapers or

-(ii) In every case where the employee shopping news, not including delivery or
files with the employer a statement (con- distribution to any point for sub-equent de-files wt teplaration der sttemente livery or distribution, or
taming a declaration under the penalties (B) For services performed by an indi-
of perjury that such statement is true to vidual in, and at the time of. the sale of
the best of the employee's knowledge newspapers or magazines to ultimate con-
affd belief) that such employee has at sumers, under an arrangement under which
all times during the current calendar the newspapers or mangazine3 are to be sold
year been a bona fide resident of Puerto by him at a fixed price, his compensation
Rico and that he intends to renam a being based on the retention of the excess of
bonn fide resident of Puerto Rico during such price over the amount at which the

newspapers or mgazine3 are charged to him.
the entire remaining portion of such cur- whether or not he is guaranteed a minimum
rent calendar year. amount of compensation for such service,

(d) Reasonable belief. The reason- or is entitled to be credited with the unsold
able belief referred to in subparagraph newspapers or magazines turned back. or
(A) (B) or (C) of section 1621 (a) (8) [Sec. 1621 (a) (10), as added by sec. 209

may be based upon any evidence reason- (c), Social Security Act Amendments 1050.1
ably sufficient to induce such belief, even * * 

though such evidence may be insufficient § 406.230 Remuzeration for delivery
upon closer examination by the Com- and distribution of newspapers, shopping
missioner or the courts finally to estab- news, and magazines-a) In general.
lish that the remuneration is excludable Subparagraph (A) of section 1621 (a)
from gross income under the provisions (10) excepts from wages the remunera-
of section 116 (a) section 116 (1), or tion for certain services performed by an
section 251. employee under the age of 18 in the de-

§ 406.227 Statutory provisions; defini-
tions; wages; minister of a church.

SEC. 1621. DEFnmxoxs.
As used in this subchapter-
(a) Wages. The term "wages" means all

remuneration * * * for services per-
formed by an employee for his em-
ployer * a *- except that such term shall
not include remuneration paid-

(9) For services performed by a duly or-
darned, commissioned, or licensed minister
of a church in the exercise of his ministry
or by a member of a religious order n the
exercise of duties required by such order, or

[Sec. 1621 (a) (9), as added by sec. 2 (a),
Current Tax Payment Act 1943, and as
amended by see. 209 (c), Social Security Act
Amendments 1950.]

§ 406.228 Remuneration for services
performed by a minister of a church
or by a member of a religious order
Remuneration paid for services per-
formed by a duly ordained, commis-
sioned, or licensed mimster of a church
in the exercise of his minitry, or by a
member of a religious order in the exer-
cise of duties required by such order, is
-not subject to withholding under section
1622. The duties of ministers include
the ministration of sacerdotal functions
and the conduct of religious worship, and
the control, conduct, and maintenance
of religious organzations (including the
religious boards, societies, and other in-
tegral agencies of such organizations),
under the authority of a religious body
constituting- a church or church de-
nomination.

livery or distribution of newspapers or
shopping news. This exception is dealt
with in paragraph (b) of this section.
Subparagraph (B) of section 1621 (a)
(10) excepts from wages the remunera-
tion for certain services in the sale of
newspapers or magazines without regard
to the age of the Individual performing
the services. Such exception is dealt
with in paragraph (c) of this section.

(b) Services of indfvidual under age
18. Remuneration for services per-
formed by an employee under the age
of 18 in the delivery or distribution of
newspapers, or shopping news, not in-
cluding delivery or distribution (as, for
example, by a regional distributor) to
any point for subsequent delivery or dis-
tribution, is excepted from wages. Thus,
remuneration for services performed by
an employee under the age of 18 in
making house-to-house delivery or sale
of newspapers or shopping news, includ-
ing handbills and other similar types of
advertising material, is excepted from
wages. The remuneration is excepted
irrespective of the form or method
thereof. The remuneration for Inci-
dental services by the employee who
makes the house-to-house delivery, such
as services in assembling newspapers, are
considered to be within the exception.
The exception continues only during the
time that the employee is under the ago
of 18.

(c) Servwes of individuals of any age.
Remuneration 'for services performed by
an employee in, and at the time of, the
sale of newspapers or magazines to ulti-
mate consumers under an arrangement
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under which the newspapers or maga-
zines are to be sold by him at a fired
price, his remuneration being based on
the retention of the excess of such price
over the amount at which the news-
papers or magazines are charged to him,
is excepted from wage. The remunera-
tion is excepted whether or not the em-
ployee is guaranteed a minimum amount
of remuneration, or is entitled to be cred-
ited with the unsold newspapers or
magazines turned back. Moreover, the
remuneration is excepted without regard
to the age of the employee. Remunera-
tion for services performed other than at
the time of sale to the ultimate consumear
s not within the exception. Thus, re-
muneration for services of a regional dis-
tributor which are antecedent to but
not immediately part of the sale to the
ultimate consumer are not within the
exception. However, remuneration for
incidental services by the employee who
makes the sale to the ultimate consumer,
such as services in assembling news-
papers or in taking newspapers or maga-
zines to the place of sale, is considered
to be within the exception.

§ 400.231 Statutory promszons; deft-
nitions; wages; certain tax-exempt
trusts and annuitr plans.

S 1621. Dez.xmo:s.
As uzed in thls subchapter-
(a) Wages. The term "wages" means all

remuneration * 0 " for cervices per-
formed by an employee for his employer
0 0 0" except that such term shall not
include remuneration paid-

(12) To. or on behalf of, an employee or
bis beneficiary (A) from or to a trust ex-
empt from tax under sectlon 165 (a) at the
time of such payment unless such payment
is made to an employee of the trost =s re-
muneratlon for cervices rendered as such
employee and not as a beneficiary of the
trust, or (B) under or to an annuity pln
which. at the time of such payment, meets
the requirement- of cction 15 (a) (3),
(4). (5), and (G).

[Sec. 1621 (a) (12), as added by sec. 253
(c), Sucil Sccurlty Act Amendments 1953.1

§ 406.232 PaJments from or to cer-
tain tax-exempt trusts or under or to cer-
tai annuity plans. Any payment from
or to a trust or annuity plan is excepted
from wages if:

(a) The payment Is made by an em-
ployer. on behalf of an employee or his
beneficiary, into a trust or annuity plan,
if at the time of such payment the trust
is exempt from tax under section 165 (a)
or the annuity plan meets the require-
ments of section 165 (a) (3), (4) (5),
and (6) or

(b) The payment Is made to, or on
behalf of, an employee or his beneficir
from a trust or under an annuity plan, if
at the time of such payment the trust
is exempt from tax under section 165 (a)
or the annuity plan meets the recure-
ments of section 165 (d) (3), (4) (5),
and (6).
A payment made to an employee of a
trust exempt from tax under section 165
(a) for services rendered as an employee
of such trust and not as a beneficiary of
the trust is not within this exception.
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SUBPART C-DETERMINATION OF TAX (B) Wages paid after December 31, 1053. At the election of the employer with respect
to any emplqyee, the employer shall deduct and withhold upon the wages paid to such

§ 406.300 Statutory provisions; deter- employee after December 31, 1953, a tax determined In accordance with the following tables,
mination of tax. which shall be in lieu of the tax required to be deducted and withheld under subsection (a)

SEC. 1622. INcomE TAX COLLtE D AT
SOURCE. _IF THE PAYROLL PERIOD WITIC RESPECT TO AN E3PLOYEE 18 WrLY

(a) Requirement of withholding. Every
employer making payment of wages shall de- And the wages are- - And the number of withholding exemptlons claimed IS-
duct and withhold upon such wages a tax
equal to 18 per centum of the amount by 0 1 I 2 3 14 5 I G 1 7 1 0 Moro
which the wages exceed the number of with- At least But lessmore
holding exemptions claimed multiplied by than
the amount of one such exemption as shown The amount of tax to be withheld shall be-
in subsection (b) (1) * * * ---

[Sec. 1622 (a), as added by sec. 2 (a), Cur- $0 --------- $13 ---- 3 O% o $0 $o o $0 $0 $0 0
rent Tax Payment Act 1943, and as amended $13 ------- $14 - . 4 .10 0 0 0 0 0 0 0 0 0
by sec. 22 (b), Individual Income Tax Act $14 ------- $15 -. 6 .30 0 0 0 0 0 0 0 0 0
1944; sec. 104 (a), Revenue Act 1945; sec. 501, $16 ....... $17 ...... 00 .70 0 0 0 0 0 0 0 0 0
Revenue Act 1948; sec. 141, Revenue Act 1950; $17 ---- $18 -.. 3.20 .80 0 0 0 0 0 0 0 0 0
sec. 201, Revenue Act 1951.] $18 ------- $1 -.. 3.10 1.00 0 0 0 0 0 0 0 0 0

$19 -$-- $20 - 3. 0 1.20 0 0 0 0 0 0 0 0 0(b) (1) The table referred to in subsec- ....... $21 - 3.70 1.40 0 0 0 0 0 0 0 0 0
tion (a) is as follows: $21 ------- $22 - 3.00 1.60 0 0 0 0 0 0 0 0 0

$22 ..-- $23 - 4.10 1.70 0 0 0 0 0 0 0 0 0
PERCENTAGE METHOD WrrmoLwinG TABLE $2 3- $24 - 4.20 1.00 0 0 0 0 0 0 0 0 0

$24_ ..- $25 - 4.40 2.10 0 0 0 0 0 0 0 0 0
Amount of $25 ------- $26 - 4.60 2.30 0 0 0 0 0 , 0 0 0 0
one with- $26 ------- $27 - 4.80 2.60 .20 0 0 0 0 0 0 0 0
holding $27 ..... $28 - 5.00 2.60 .30 0 0 0 0 0 0 0 0

$28 .------ $20 - 5.10 2.80 .0 0 0 0 0 0 0 0 0
Payroll period exemption $29 .------ $30 - 5.10 3.00 .70 0 0 0 0 0 0 0 0

Weekly ------------------------- $13.00 $30 ------- $31 - 5.60 3.20 .00 0 0 0 0 0 0 0 0
M40A0 -lf $31---------- 0~ -40 tnin a 0 n a a a a a

Semimonthly -------------------- 28..00
Monthly ------------------------- 56.00
Quarterly ----------------------- 167. 00
Semiannual ---------------------- 333.00
Annual --------------------------- 667.00
Daily or miscellaneous (per day of

such period) -------------------- 1.80

(2) If wages are paid with respect to a
period which is not a payroll period, the
withholding exemption allowable with re-
spect to each payment of such wages shall
be the exemption allowed for a miscellaneous
payroll period containing a number of days
(including Sundays and holidays) equal to
the number of days in the period with re-
spect to which such wages are paid.

(3) In any case In which wages are paid by
an employer without regard to any payroll
period or other period, the withholding ex-
emption allowable with respect to each
payment of such wages shall be the exemp-
tion allowed for a miscellaneous payroll pe-
riod containing a number of days equal to the
number of days (including Sundays and
holidays) which have elapsed since the date
of the last payment of such wages by such
employer during the calendar year, or the
date of commencement of employment with
such employer during such year, or January
1 of such year, whichever is the later.

(4) In any case in which the period, or
the time described in paragraph (3), in re-
spect of any wages is less than one week, the
Commissioner, under regulations prescribed
by him with the approval of the Secretary,
may authorize an employer, in computing
the tax required to be deducted and with-
held, to use the excess of the aggregate of
the wages paid to the employee during the
calendar week over the withholding exemp-
tion allowed by this subsection for a weekly
payroll period.

(5) In determining the amount to be de-
ducted and withheld under this subsection,
the wages may, at the election of the em-
ployer, be computed to the nearest dollar.

[Sec. 1622 (b), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943, and as amended
by sec. 22 (b), Individual Income Tax Act
1944; sec. 104 (a), Revenue Act 1945; sec.
601, Revenue Act 1948.]

(c) Wage bracket withholding-(1)
(A) * * *

$32.
$33 ---
$34-
$35-::::::
$36 ----
$37 -----
$38 .....
$30- ------
$40 .....
$41.---M .------
$43 ---

$45 ----
$40 ---
$47- ......
$48 ----
$40-

$51----
$52 .....

$54.

$57 ---
$58-
10.$62 ......

SCA-_----$0.....

$70 ---

$76 ------

$78-.---.

$54.......-

$60 ----.-$82------

$110 -----

5115.....$10 -----

$125 ....

$130---.

$135 ...

$145 ....

$35-:::
$36..
I37

$30---

$40.::-
$41 ....
$42 ....
$43.--
$44.--
$45--
$46.--
$47--$48-..
$40--
$50.--
$51--
$52 ....,Z53 .....--

$54-----
$56--
$57--

$60.--
$62.--

$66.

$70.--
$72 ....
$74 ----
$76 ....
$78 ----

$80.--
$825.--

I$00.:2:

$04 ....
$06-

$100 ..
$105 ----

$115 ....
$120.--I$125 ..
$130 ----
$135 ....$ 140 ..
$145 ....
$150 .I$160 ..
$ 170-..
$160 ....
$10 ....
$200 ....

$200 and over -----

5.0
6.600
6.20
6.40
6.60
6.60
6.0
7.10
7.30
7.60
7.70
7.60
5.00
8.20
8.40
8.60
5.70
5.0
9.10
9.30
9.60
9.60
9.60

10.00
10.20
10.40
10.60
10.70
11.600
11.30
11.70
12.10
12.40
12.80
13.10
13.60
13.60
14.20
14.60
14.0
15.30
15.70
16.00
16.40
16. 70
17.10
17.60
17.80
1850
10.40
20.30
21.20
22.10
23.600
23.0
24.50
25.70
26.60
27.00
20.70
31.650
23.30
35.10

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

.20

.40
.60
.80
.0

1.10
1.30
2.60
2.70
2.10
2.50
2.60
3.20
3.60
3.00
4.30
4.60
6.00
6.30
5.70
6.10
6. 40

G. o

7.10
7.60
7.0
5.20
5.60
0.20

10.10
11.60
11.00
12.60
13.70
14.60
16.60
10.40
17.30
15.70
20.60
22.30
24.10
25.0

4.00
4.006,80
7.10
&00

10.70
12, ,O
14 30

.80
1,70
2, 64

4.0
0.60
8.40

10,20
12.00

18 percent of the excess over $200 plus-

36.00 33.70 31.40 j 29.10 1 26.80 24.60 22.20 ;1.81 17.to'1 15.20 1200

8780
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And the wages =-e- And the numbzr of iwthUa1.ln ex=mptl:=a e2r Is t--

o 1 1 2 1 3 1 4 1 6 1 7 1 8 9 1or

.Af3 t But 1 4_ I n=r
The a=unt of tax to b3 t'thhM shaU o-.

so___

;72 ......

$28-.....

S3---.

:132.....

34.....

3110....

$33.-...
:40..

$42....
$44--

$14....

;16.... [
111S....

$3....
$60 .....
31-12.....
;166 ..

$63--

;15-...

$74,..

$96.

$los....

6307.....

,%0.
$10.
$18.

$100.....

$11.
$12-.

$11.4....

$10...

$14....
$106...

$1105 ..
$114...

$1720...

$140.--

$100....
$16....

$1....

I 2----
$23<6-.-.I

Mo_-SO=
$0-_....
$32 .....

$14-....

$126....
$33 ....
I$42 ....$4.....

$4---

[$32.....

I 1----
I$I3 ....
I$56 .....
I353O....
I 60 _....

I62-....

$4--

I$172.....
I$70 .....

S$172.....
S$74 ....
i$196....

$73--..

I moo._..

$105-----

$32- ....

S03--
110..

$114-----

$100...
$12.....

$1404.....
$106.--
$110.....-

$114.....

$118.--

320.....-

$32.--

$140.--
$144...
$148.

$0
5.20&.00
6.,';o

7.00
7.40
7.70
&10

&80
9.20
9.50Q-.90i

10.ZO
1.1.00
11.70
12.10
12. 40
1280
1.10
13. 90

14.2014.00

1M.3012. 70
12.00
12. 40
12.70
17.30
17.50
17.80
M .50
1&.90
19.30
19.60
20.00
2.30
20.702L 10
2L40
22.00
22.70
23.40
24.10
24. 80
25.60
2&.30
27.00
27.70
2.&40
29.20
29.90
30.03L S
-M-00

3130
02.80
33.00O
34.20
34.00

. 70
40.50
42.30
44.10
45.90
47.70
49.0

£3.10
55.80
59.40
63.00
0.20
90.20

$3
0
0
0
a0
00
0
0
0
0
0
. M
.10

L.40
L.70
2.10
2.0
2.80
3.20

a o

5.90
4.70O
4.60

o,

.30
&.70
2.10
G. 40
2680
7.10

7.9D
& M0

9.o

10.00
10.40
10.70
11.10
IL M0

1.70LM

1.40
14.20
14.900
15.0
12.0
17.00
17.80
1&2.0
19.20
19.00

22.10
22.80
23.0
2 .20

22.60

2.10

25.740

28.40
20.0

1.703.10

34.07.9O

32.70

33.00

40.301. 7-0

40.20

110

43.80

£7.40

41&60

W7.0

T57 -10

2LO

00
0
0
0
0
00
0
0
0
0
0
0

0
0
0
0
0
0
0
0
00
0
o

40

LIO
LSO2.0
2.1O

io_01.00

4.80

2.70

4.00

7.20
7.0

2.20

&MO
0.60

10
2. 0021.00

IL.7012.140
I&.to13.00
14.20

16.00
11.80
17.50

13.70
13.00

19.60

12.70

2L 10
2LSO23.10
2LOO

1270

ZG. "-0

33.00
7040

24.0

32.10
403

40.. 0

0
0a0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0

0
0
0

0
0
00

0
0
0
0
0

.10
40
.80

&W

.00
0.,00

2.40
7.107.80
2.00

17.20

10.00

1.1.40
12.10
12.00

MOO

13.60

13.70

1.0

10.03
17.70
1.4070.7'=0

23.80

22).20

2 3.20
406
32.80
34.00O

.53
1.2

4.0

&0.0029.CO

11Ca
1,.43
17.7M
12.00
70.80
70.to

37. 10

0
0
0
0
0
L.&I
3.o

7.2V)
l. 00

10.80

14.43

26 o

I&M12.70
12.00

22.0CO

70.10
70.70

03.20
31:0O

0
0

0
a0
0
0

a0
0
0
0

a

0
0

0

0
0
0
0

a

0
0
0
0

a

0
0
0
0
0
0

a

0
0
0
0
0

0

0
0
0
0
0
0
0
0
0
0
0
0

0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

2. CO
4.413
20

17.90
21.LO
25.10
210

18 pn=ct of tbo exs or =M) rlia-

7-067.40 12 M D .M20 1 a&3O 1 4&C-31 44.:0 1 .,'0 1 M10 1 10.ro I W.SO
0 and over....I

9791
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IF TIlE PAYROLL PERIOD W"TS! RESPECT TO AN EMPLOYEE I SEmIIONTIILY

And the wages are-- And the number of withholding exemptions claimed Is-

0 2 o3 n 4 1- 5 ta 6 wt 7 1e8 s-all 10or
AtlatBut les more

than
The amount of tax to be withheld shall be-

528.
$30.
$32--
534.---

$40.--
S42......:
$44.:::
$40.-
$48.---

$50.----

$62

$74---.-
$50------

$82-:

$72.
574..-.-----

$112.
$16..4 - --
$18.

$136...-.---
$10.---
$14.---
$108----

$112--
$114.---
$110--.-

$124.---

$138--.-
$140.__

$,10.---
31220_____
51680_____
S12_____

$100.--...

$10._

0080......

$28 ....
$30.
$32.34.Z.._.
$36 ....
538..

$40 ....
$42 ....
$46.

548._=

$52 .---

$58.
sm0 ------
$62 ------SIC.

$68..

$70 ....
$72.--
$74 ....
$78 ....
$78.

$80: ----.

$90 ------
$92 ------
$94 ------$96.598.

$10:.....
$12.

5100.
$10 .....
$108. ...

$108.---$110.$112 ..
$114 ..

$118.
$120 ....
$124. ....
$128 ....
$132 ...
$13G ....
$140 ....
$144 ....
$148 ....
$152 ....
$156 -..
$10.--
$164 ....$168 ..
$172 ....
$176 ....$180 ..
$184 ....
$188 .
$192 ...
$196 ..
$200 ..

$210 ....
$220 ....
$230 ....
$240 ....
$250 ...
$260 ..
$270 ....
$280 ....
$290 ....
$300 ....

$340 ....
$360 -.-
$380 ....

$420 ....
$440 ....
460 ....

$500 ....

18% o

$5.20
5.605.90
6. go6. 30
6.70
7.00
7.40
7.70
8.10
8.0
&80
9.20
9.50
9.90

10.30
10.60
11.00
11. 30
11.70
12.10
12.40
12. 8W

'13.10
13.50
13.90
14.20
14.60
14.90
15.30
15.70
16.00
1. 40
16.70
17.10
17.50
17. 80
18.20
18. 50
1.90
19.30
19.60
20.00
20.30
20.70
21.10
21.40
22.00
22.70
23.40
24.10
24.80
25.60
26.30
27.00
27.70
28.40
29.20
29.90
30.00
31.30
32.00
32.80
33.50
34.20
34.90
35.00
36.90
38. 70
40.50
42.30
4.10
45.90
47.70
49.50
51.30
63.10
55.8o
59.40
63.00
66.60
70.20
73.80
77.40
81.00
84.60
8.20

$0
0
0
0
0
0
0
0
0
0
0
0
0
0
.30
.0

1.00
1.30
1.70
2.10
2.40
2.80
3.10
3.50
3.90
4.20
4.0
4.90
8.30
5.70
6.00
6.40
6.70
7.10
7.0
7.80
8.20
8.50
&.90
9.30
9.0

10.00
10.30
10.70
11.10
11.40
12.00
12.70
13.40
14.10
14.80
15.0
18.30
17.00
17.70
18.40
19.20
19.90
20.0
21.30
22.00
22.80
23.0
24.20
2L.90
25.0
20.90
28.70
30.0
32.30
84.10
38.90
37.70
39.0
41.30
43.10
45.80
49.40
53.00O
56.0
00.20
53.80
67.40
71.00
74.0
78.20

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
.30
.70

1.00
1.40
1.70
2.10
2.0
2.80
3.20
3.0
3.0
4.30
4.0
5.00
8.30
8.70
0.10
6.40
7.00
7.70
8.0
9.10
9.80

10.0
11.30
12.00
12.70
13.40
14.20
14.-90
15.0
16.30
17.00
17.80
1&0
19.20
19.90

21.90
23.70
25.0
27.30
29.10
30.90
32.70
34.0
38.30
38.10
40.80
44.40
48.00
51.0
$5.20
58.0
62.40
00.00
69.0
73.20

.30

.70
1.10
1.40
2.00
2.70
3.40
4.10
4.80
5.00
6.30
7.00
7.70
8.40
9.20
9.90
10.60
11.30
12.00
12.80
13.50
14.20
14.90
15.60
16.90
18.70
20.0
22.30
24.10
25.00
27.70
29.50
31.30
33.10
35.80
39.40
43.00
46.60
50.20
53.80
57.40
61.00
64.60
68.20

U
0
0
0
0
0
0
0
0

'0
0
0
0
0
0
0
0
0
0
0
0
0
. 0

1.00
3.70
&0
7.30
9.10

10.90
12.70
14.0
18.30
18.10
20.80
24.40
23.00
31.0
35.20
38.80
42.40
40.00

53.20

.0
2.30
4.10
5.00
7.70
9.0

11.30
13.10
16.80
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IF THE PAYROLL PERIOD WITH REsPECT TO AN EmPLOYEE Is A DAiLy FAYoLLPsOD rn A MISCELLANEOUS
PAYROLL PERIOD
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A But less The amount of tax to be withheld shall be the following amount multiplied by the number

At leaSt than of days in such period-
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(2) If wages are paid with respect to a
period which is not a payroll period, the
amount to be deducted and withheld shall
be that applicable in the case of a miscellane-
ous payroll period containing a number of
days (including Sundays and holidaysl equal
to the number of days in the period with re-
spect to which such wages are paid.

(3) In any case in which wages are paid
by an employer without regard to any pay-
roll period or other period, the amount to
be deducted and withheld shall be that ap-
plicable in the case of a miscellaneous payroll
period containing a number of days equal to
the number of days (including Sundays and
holidays) which have elapsed'since the date
of the last payment of such wages by such
employer during the calendar year, or the
date of commencement of employment with
such employer during such year, or January
1 of such year, whichever is the later.

(4) In any case in which the period, or the
time described in paragraph (3), in respect
of any wages is less t~sax one week, the Corn-

missioner, under regulations prescribed by
him with the approval of the Secretary, may
authorize an employer to determine the
amount to be deducted and withheld under
the tables applicable in the case of a weekly
payroll period, In which case the aggregate
of the wages paid to the employee during
the calendar week shall be considered the
weekly wages.

(5) If the wages exceed the highest wage
bracket, in determiing the amount to be
deducted and withheld under this subsection,
the- wages may, at the election of the em-
ployer,, be computed to the nearest dollar.

[Sec. 1622 (c), as added by sec. 2 (a),
Current Tax Payment Act 1943, and as
amended by-sec. 22 (c), Individual Income
Tax Act 1944; sec. 104 (b), Revenue Act 1945;
sec. 502, Revenue Act 1948; sec. 142, Revenue
Act 1950; sec. 202, Revenue Act 1951.]

SEC. 1621. DEFINITIONs.
As)used in this subchapter-

* S * S S

(b) Payroll period. The term "payroll pa.
rlod" means a period for which a payment
of wages Is ordinarily made to the employee
by his employer, and the term "mlcollane-
ous payroll period" means a payroll period
other than a daily, weekly, biweekly, semi-
monthly, monthly, quarterly, semiannual, or
annual payroll period.

[See. 1621 (b), as added by ee. 2 (a),
Current Tax Payment Act 1043,]

§ 406.301 Payroll period. (a) The
term "payroll period" means the period
of service for which a payment of wages
is ordinarily made to an employee by
his employer. It is immaterial that the
wages are not always paid at regular
intervals. For example, if an employer
ordinarily pays a particular employee
for each calendar week at the end of the
week, but If for some reason the em-
ployee in a given week receives a pay-
ment m the middle of- the week for the
portion of the week already elapsed and
receives the remainder at the end of the
week, the payroll period is still the cal-
endar week; or if, instead, that employee
is sent on a 3-week trip by his employer
and receives at the end of the trip a
single wage payment for three weeks'
services, the payroll period is still the
calendar week, and the wage payment
shall be treated as though it were three
separate weekly wage payments.

(b) For the purpose of section 1022,
an employee can have but one payroll
period with respect to wages paid by any
one employer. Thus, if an employee is
paid a regular wage for a weekly payroll
period and in addition thereto is paid
supplemental wages (for example, bo-
nuses) determined with respect to a dif-
ferent period, the payroll period is the
weekly payroll period. For computation
of tax on supplemental wage payments
see § 406,306.

(a) The term "miscellaneous payroll
period" means a payroll period other
than a daily, weekly, biweekly, semi-
monthly, monthly, quarterly, semi-
annual, or annual payroll period.

§ 406.302 Requirement of withhold-
ng. Section 1622 provides, at the elec-
tion of the employer, %lternativo
methods for computing the income tax
collected at source on wages. Under
the percentage method of withholding,
the -employer'ls required to deduct and
withhold a tax computed in accordance
with the provisions of section 1622 (a)
Under the wage bracket method of with-
holding, the employer is required to de-
duct and withhold a tax determined in
accordance with the tables provided in
subsection (c) of section 1622. The em-
ployer may elect to use the percentage
method in the case of one group of em-
ployees and the wage bracket method in
the case of another group of employees.

§ 406.303 Percentage method wit-
holding-(a) In general.. (1) The per-
centage method of computing the
amount of tax to be withheld makes use
of the percentage method withholding
table contained in section 1622 (b) (1)
This table shows with respect to each of
the designated payroll periods the
amount allowable for one withholding
exemption. The amount of the with-
holding exemption allowable with respect
to a particular payroll period depends
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upon the number of withholding exemp-
tions claimed.

(2) The steps in computing the tax
under such method are summarized as
follows:

Step -1. Determine the amount of one
withholding exemption for the particular
payroll period from the percentage method
withholding table.

Step 2. Multiply the amount of one with-
holding exemption by the number of ex-
emptions claimed by the employee.

Step 3. Subtract the amount determined
in step 2 from the employee's wages.

Step 4. Multiply the difference by the
applicable percentage figure under section
1622 (a).

The result is the amount of tax to be
withheld.

Example. During a year in which the ef-
fective rate under the percentage method of
withholding is 0.18, an employee has a
weekly payroll period, for which he is paid
$75, and has in effect a withholding certifi-
cate claiming three exemptions. His em-
ployer, using the percentage method, com-
ptutes the tax to be withheld as follows:

Step 1.
Amount of one withholding exemp-

tion ...... $13.00
Step 2:

-Multiplied by number of exemp-
tions claimed on Form W-4_-. X3

Total withholding exemption- 39.00
Step 3:

Total wage payment -. 75.00
Less amount determined In step 2- 39.00

Balance subject to tax----- 36.00
Step 4:

Tax to be withheld (balance multi-
plied by 0.18) .......----------- 6.48

(b) Established payroll perzods, other
than daily or =zscellaneous, as shown zn
percentage method withholding table.
The amount of one withholding exemp-
tion, allowable with respect to each of
the established payroll periods contained
in the percentage method withholding
table, is determined by reference to the
line applicable to such payroll period and
without reference to the time the em-
ployee is actually engaged in the per-
formance of services during such payroll
period.

Example (1). During 1954 employee C has
a semimonthly p~yroll period. The num-
ber of withholding exemptions claimed by C
is two. C's wages are determined at the rate
of $1.20 per hour. During a certain payroll
period he works only 40 hours and earns $48.
Although C worked only 40 hours during the
semimonthly payroll period, the applicable
withholding- exemption is $28, and the
amount of two withholding exemptions, or
$56, is allowable. Since the amount of the
wages paid for the semimonthly payroll pe-
riod is less than the amount allowed for two
withholding exemptions for such period, the
employer is not required to withhold any
tax.

Example (2). During 1954 employee D has
a weekly payroll period. The number of
withholding exemptions claimed by D is two.
D's wages are determined at the rate of $1.20
per hour. During a certain payroll period
D works 30 hours and earns $36. Although
D worked only 30 hours during the weekly
payroll period, the applicable withholding
exemption is $13, and the amount of two
withholding exemptions, or $26, is allowable.
The balance of $10 is subject to withholding.

(W) Perzods to which the daily or mts-
cellaneous withholding exemption ts ap-
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plicable-I) In general The percent-.
age method withholding table shows for
a daily or miscellaneous payroll period
the withholding exemption allowable
with respect to one day. Thus, in com-
puting the withholding exemption allow-
able with respect to a particular miscel-
laneous payroll period, the withholding
exemption shown in the table for one
day of such period and the wages paid
for the period must be placed on a com-
parable basis. This may be accom-
plished by either of the following
methods:

(I) Adjust the percentage method
withholding table to accord with the
number of days in the period by multi-
plying the amount shown In the table
as applicable per day of a miscellaneous
p ayroll period by the number of days
in such period.

(ii) Reduce the wages paid for the
period to adaly basis by dividing the
total wages by the number of days in
the period.

(2) Period not a payrol period. If
wages are paid for a period which is not
a payroll period, the withholding ex-
emption allowable with respect to each
payment of such wages shall be the ex-
emption allowed for a miscellaneous pay-
roll period containing a number of days
(including Sundays and holidays) equal
to the number of days in the period with
respect to which such wages are paid.

Example. An individual In hired by a
contractor to perform Fervices In connec-
tion with a building project. The number of
withholding exemptions claimed by such In-
dividual is two. Vages were fixed at the rate
of $9 per day, to be paid upon completion of
the project. The project was completed dur-
ing 1954 In 12 consecutive days, at the end
of which period the Individual is paid vage3
of $90 for 10 days' servlces performed dur-
ing the period. For the purpo.ze of comput-
ing the tax the amount of the withholding
exemption allowable for the 12-day period
is $43.20 (12X(2X$1.80)).

(3) Wages pazd without regard to any
period. In the case of wages paid without
regard to any particular period, as, for
example, commissions paid to a calesman
upon completion of a sale, the withhold-
ing exemption is measured by the num-
ber of days elapsed (including Sundays
and holidays) since the date of the last
payment of wages to such employee by
such employer during the calendar year,
or the date on which employment with
such employer began during the calendar
year. or January 1 of such calendar year,
whichever is the latest.

Example. On April 2, 1054. A was em-
ployed by the X Real Fstate Co. to rall real
estate on a comnision basis, commicsions
to be paid only upon consummation of rale.
The number of withholding exemptions
claimed by A is one. On May 21, 1054, A re-
ceived a commi ton of C$300. Again, on
June 16. 1954. A received a commL=Ison of
$400. The amount of the withholding
exemption with rpect to the comm-on
paid on May 21 is $90 (01.L0X50). WIthre-
spect to the commis-lon paid on Juno 16. the
amount of the withholding exemption ia
$46.80 ($1.80X26).

(d) Period or elapsed time less than
one week., (1) It is the general rule that
if wages are paid for a payroll period or
other period of less than one week, the
withholding exemption allowable shall be

STS5

the exemption allowable for a daily pay-
roll period, or a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays)
as the payroll period or other period for
which such wages are paid. The same
rule is applicable in the case of wages
paid without regard to a payroll period
or other period, where the elapsed tim
as determined in accordance with the
rule prmcribed in paragraph (c) of this
section Is less than one wee!:.

Example (1). During 1954 a emplayea
having a daily payroll period is paid Taes
of $12 per day. The number of vitholdlng
exemptlons claimed by such employee Is one.
The amount of ech such daily vmge pzy-
ment subject to w'ithholding is $10.23
(012.00-$129).

Example (2). During 1954 a employee
workl for a certain employer for four days,
for which he i- paid =Le, of $36. Me num-
ber of withholding exemptions claimed by
the employee I, two. The amount of the
wlthholding exemption allowable is $14.40
(4X.c).

(2) Under certain conditions, ho,-
ever, if the payroll period, other period,
or elapzed time where wages are paid
without regard to any period, is less
than one week, the employer may, at
his election, deduct and withhold the
tax computed as if the aggrezate of the
wages paid to the employee during the
calendar week were paid for a weekly
payroll period. Such election by the
employer Is limited to the case of an
employee who works for wages only for
such employer during the calendar weez.
Any employer electing to compute the
tax upon the excess of the vages p3ad
during the calendar week over the weekly
exemption must secure a statement in
writing from the employee, statin that
he works for wages only for such em-
ployer, and that if he should thereafter
secure additional employment for vages,
he will wIthin 10 days after the begin-
ning of such additional, employment,
notify such employer of that fact. Such
statement shall be signed by the em-
ployee and shall contain or be verified
by a written declaration that it is made
under the penalties of penury. No form
of statement I- specified, but any form
used must Include the contents specd-
fled above. An employer electing- to
compute the tax in accordance with
the provisions of this paragraph should
withhold from each wage payment an
amount sufflclent to insure withholding
of the correct amount of tax.

(3) If such employee secures addi-
tional employment for wages, such em-
ployer may not thereafter use the week-
ly exemption in computing the amount
of tax to be withheld from the wages
of such employee. In such event the
daily or miscellaneous exemption will
take effect as of the beginmn of the
first payroll period ending, or the first
payment of wages made without regard
to a payroll period, on or after 30 days
from the date on which such employee
notifies such employer that he has se-
cured additional employment for wages.

(4) To Illustrate the use of the weekly
exemption in such a case: Assume the
facts stated in example (2) of subpara-
graph (1) of this paragraph, except that
the employer elects to use the weekly
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withholding exemption after securing
the proper statement from the employee.
In such case, the amount of the, with-
holding exemption allowable is $26
(2X$13Y

(5) As used in this paragraph the
term "calendar week" means a period of
seven consecutive days beginning with
Sunday and ending with Saturday.

(e) Rounding off of wage payment.
In determining the amount of tax to be
deducted and withheld under the per-
centage method, the last digit of the
wage amount may. at the election of the
employer, be reduced to zero, or the wage
amount may be computed to the nearest
dollar. Thus; if the weekly wage is
$45.37, the employer may, In determining
the amount of tax to be deducted and
withheld, reduce the last digit to zero and
determine the tax on the basis of a wage
payment of $45.30 or he may determine
the tax on the basis of a wage payment
of $45.

§ 406.304 Wage bracket withhold-
2ng-(a) In general. The employer may
elect to use the wage bracket method
provided in section 1622 (c) instead of
the percentage method with respect to
any employee. The tax computed under
the wage bracket method shall be in lieu
of the tax required to be deducted and
withheld under section 1622 (a) Wage
bracket withholding tables for weekly.
biweekly, semimonthly, monthly, and
daily or miscellaneous payroll periods
are contained in section 1622 (c)

(b) Established payroll-periods, other
than daily or miscellaneous, covered by
wage bracket withholding tables. -The
wage bracket withholding tables con-
tained in section 1622 (c) for established
payroll periods other than daily or mis-
cellaneous should be used in determining
the tax to be withheld for any such
period without reference to the time the
employee is actually engaged in the per-
formance of services during such payroll
period.

Example (1). During 1954 employee C
has a semimonthly payroll period. The num-
her of withholding exemptions claimed by C
s two. During a certain payroll period C
works only 40 hours and earns $48. Although
C worked only 40 hours during the semi-
monthly payroll period, the wage bracket
withholding table for a semimonthly payroll
period should be used in determining the tax
to be withheld. Under this table it will be
found that no tax is required to be withheld
from a wage payment of $48 when two with-
holding exemptions are claimed.

Example (2). During 1954 employee D has
a weekly payroll period. The number of
withholding exemptions claimed by D is two.
D's wages are determined at the rate of $1.20
per hour. During a certain payroll period D
works 30 hours and earns $36. Although D
worked only 30 hours during the weekly
payroll period, the wage bracket withholding
table for a weekly payroll period should be
used in determining the tax to be withheld.
Under this table it will be found that $2.00
is the amount of tax to be withheld from a
wage payment of $36 when two withholding
exemptions are claimed.

(c) Periods to which the table for a
daily or miscellaneous payroll period is
applicable-(1) In general. The table
applicable to a daily or Imscellaneous
payroll period shows the tax on the
amount of wages for one day. Where

the withholding is computed under the
rules applicable to a miscellaneous pay-
roll period, the wages and the amounts
shown in the table must be placed on a
comparable,basis. This may be accom-
plished by either of the following
methods:

(i) Adjust the amounts shown In the
table to accord with the number of days
in the period by multiplying such
amounts by the number of days in such
period. The amount of the tax required-
to be withheld is determined by applying
the table as adjusted to the total wages
paid for the period.

(ii) Reduce the wages paid for the pe-
riod to a daily basis by dividing the total
wages by the number of days in the
period. Apply the table to the wages so
determined and multiply the result by
the number of days in the period.

(2) Period not a payroll period. If
wages are paid for a period which is not
a payroll period, the amount to be de-
ducted and withheld under the wage
bracket method shall be the amount ap-
plicable in the case of a miscellaneous
payroll period containing a number of
days (including Sundays- and holidays)
equal to the number of days In the period
with respect to which such wages are
paid.

Example. During 1954, an Individual is
hired by a contractor to perform services in
connection with a construction project. The
number of withholding exemptions claimed
by the individual is two. Wages were fixed at
the rate of $9 per day, to be paid upon com-
pletion of the project. The project was com-
pleted during 1954 in 12 days, at the end of
which period the individual was paid $90,
representing wages for 10 days' services per-
formed during the period. Under the wage
bracket method the amount to be deducted
and withheld from such wages is determined
by dividing the amount of the wages ($90)
by the number of days in the period (12),
the result being $7.50. The amount of tax
required to be withheld is determined under
the table applicable to a zaiscellaneous pay-
roll period. Under this table the tax re-
quired to be withheld is $8.40 (12 x $0.70).

(3) Wages paid without regard to any
period. If wages are paid without re-
gard to any period, as, for instance, com-
missions paid to a salesman upon con-
summation of a sale, the amount of tax
to be deducted and withheld shall be
determined in the same manner as in
the case of a miscellaneous payroll period
containing a number of days equal to
the number of days (including Sundays
and holidays) which have elapsed since
the date of the last payment of wages
by such employer during the calendar
year, or the date of commencement of
employment with such employer during
such year, or January 1 of such year,
whichever is the latest.

Example. On April 2, 1954, A is hired by
the X Real Estate Co. to sell real estate on a
commisslon basis, commissions to be paid
only upon consummation of sales. The num-
ber of withholding exemptions claimed by A
Is one. On May 21, 1954, A receives a com-
mission of $300. Again, on June 16, 1954,
A receives a commission of $400. Under
the wage bracket method, the amount of
tax to be deducted and withheld In respect
of the commission paid on May 21 is $37.50,
which amount is obtained by multiplying
$0.75 (tax under wage bracket table for a
daily or miscellaneous payroll period where

wages are at least $0 but less than $0.25
a day) by 50 (number of days elapsed)'
and the amount of tax to be withheld
with respect to the commission paid on
June 16 is $62.40, which amount is obtained
by multiplying $2.40 (tax under wage
bracket table for a daily or miscellaneous
payroll period where wages are at least $15
but less than $1560 a day) by 20 (number
of days elapsed).

(d) Period or elapsed time less ttan
one week. (1) It Is the general rule that
If wages are paid for a payroll period
or other period of less than one week,
the tax to be deducted and withheld
under the wage bracket method shall be
the amount computed for a daily payroll
period, or for a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays)l
as the payroll period, or other period,
for which such wages are paid. In the
case of wages paid without regard to
any period, if the elapsed time computed
as provided, in paragraph (c) of this
section Is less than one week, the same
rule Is applicable.

Example (1). During 1054 an employee
having a daily payroll period is paid wages of
$7 per day. The number of withholding ex-
emptions claimed by the employee is one.
Under the table applicablo to- a daily pay-
roll period, the amount of tax to be deduct-
ed and withheld from each such payment of
wages is $0.95.

Example (2). During 1954 an Individual Is
hired for four days, for which he is paid
wages of $36. The number of withholding
exemptions claimed by him is two. The
amount of tax to ,be deducted and withheld
under the wage bracket method Is 04.00
(4X $1.00).

(2) If the payroll period, other period,
or elapsed time where wages are paid
without regard to any period, is less than
one week, the employer may, under cer-
tain conditions, elect to deduot and
withhold the tax determined by the ap-
plication of the wage table for a weekly
payroll period to the aggregate of the
wages paid to the employee during the
calendar week. The election to us0 the
weekly wage table In such cases is sub-
ject to the limitations and conditions pro-
scribed In § 406.303 (d) with respect to
employers using the percentage method
in similar cases.

(e) Rounding of0o wage payment In
determining the amount to be deducted
and withheld under the wage bracko
method the wage amount may, at the
election of the employer, be computed
to the nearest dollar, provided such
amount Is In excess of' the highest wage
bracket of the applicable table. Thus,
if the payroll period of an employee is
weekly and the wage payment of such
employee is $255.25 the employer may
conpute the tax on the excess over $200
as if the excess were $55 Instead of
$55.25.

§406.305 Statutory provisions; in-
come tax collected at source; supplemen.
tal wage Payments.

-SEC. 1622. INCOME TAX COLLECTED AT SOUICEi.

(1) Overlapping pay periods, and so forth
If a payment of wages is made to an em-
ployee by an employer-

(1) With respect to a payroll period or
other period, any part of which is included
In a payroll period or other period with re-
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spect to -which wages are also paid to such
employee by such employer, or

(2) Without regard to any payroll period
or other period, but on orprior to the expira-
tion of a payroll period or other period with
respect to which wages are also paid to such
employee by such employer, or

(3) With respect to a period beginning in
one and ending in another calendar year, or

S * * *

the manner of withholding and the amount
to be deducted and withheld under this sub-
chapter shall be determined in accordance
with regulations prescribed by the Com-
missioner with the approval of the Secre-
tary under which the withholding exemption
allowed to the employee in any calendar year
,shall approximate the withholding exemp-
tion allowable with respect to an annual
payroll period.

[See. 1622 (1), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943.]

§ 406.306 Supplemental wage paY-
ments-(a) In general. (1) An em-
ployee's remuneration may consist of
wages paid for a payroll period and sup-
plemental wages, such as bonuses, com-
missions, and overtime pay, paid for the
same or a different period, or without
regard to a particular period. When
such supplemental wages are paid
(whether or not at the same time as ,the
regular wages) the amount of the tax re-
qmred to be withheld under section 1622
(a) (the percentage method)/ or under
section 1622 (c) (the wage bracket
method) shall be determined in accord-
ance with either subparagraph (2) or
(3) of this paragraph.

(2) The supplemental wages shall be
aggregated with the wages paid for the
payroll period, or, if not paid concur-
rently, shall be aggregated with the
wages paid for the last preceding pay-
roll period within the same calendar
year or the current payroll period, and
the amount of tax to be withheld shall
be determined as if the aggregate of the
supplemental wages and the regular
wages constituted a single wage payment
for the regular payroll penod

-Example (1). A is employed as a salesman
at a monthly salary of $100 plus commis-
sions on sales made during the month. The
number of withholding exemptions claimed
is one. During January 1954 A earned $275
in commissions, which together with the
salary of $100 was paid on February 10, 1954.
Under the wage bracket method the amount
of the tax required to be withheld Is shown
in the table applicable to a monthly payroll
period. Under this table it will be found
that the amount of tax required to be with-
held is $57.00.

Example (2). 3 is employed at a salary
of $3,000 per annum paid semimonthly on
the 15th day and the last day of each
month, plus a bonus and commission de-
termined at the end of each 3-month pe-
riod. The number of withholding exemp-
tions claimed is four. The bonus and com-
mission for the 3-month period ending on
March 31, 1954, amount to $250, which was
paid on April 10, 1954. Under the Wage
bracket method, the amount of tax re-
quired to be withheld on the aggregate of
the bonus of $250 and the last preceding
semimonthly wage payment of $125, or $375,
is $46.60. Since tax in the amount of $2.70
was -withheld on the semimonthly wage pay-
ment of $125, the amount to be withheld
on April 10, 1954, is $43.90.

(3) If supplemental wages are paid
and tax has been withheld from the em-
ployee's regular wages, the employer
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may determine the tax to be withheld
from supplemental wages by using the
applicable rate under section 1622 (a)
without allowance for exemption and
without reference to any regular pay-
ment of wages.

(b) Special rule where aggregate with-
holding exemption exceeds wages Vaid.
(1) If supplemental wages are paid to
an employee during a calendar year for
a period which involves two or more
consecutive payroll periods the wages for
which are also paid during such calen-
dar year and the aggregate of the wages
paid for such payroll periods is less than
the aggregate of the amounts deter-
mined under the table provided In sec-
tion 1622 (b) (1) as the withholding
exemptions applicable for such payroll
periods, the amount of the tax required
to be withheld on the supplemental
wages shall be computed as follows:

(i) Determine an average wage for
each of such payroll periods by dividing
the sum of the supplemental wages and
the wages paid for such payroll periods
by the number of such payroll periods.

(il) Determine a tax for each payroll
period as if the amount of the average
wage constituted the wages paid for such
payroll period.

(ill) From the sum of the taxes com-
puted on the basis of the average wage
per payroll period subtract the sum of
the taxes previously withheld for such
payroll periods and the remainder, If
any, shall constitute the amount of the
tax to be withheld upon the supple-
mental wages.

(2) The rules prescribed in this para-
graph shall, at the election of the em-
ployer, be applied in lieu of the rules
prescribed in paragraph (a) of this sec-
tion except that this paragraph shall not
be applicable in any case in which the
payroll period of the employee Is less
than one week.

EZampce. An employee has a weekly pay-
roll period ending on Saturday 6T each week,
the wages for which are paid on Friday of
the succeeding week, On the 10th day of
each month he Is paid a bonus baced upon
production during the payroll p2rlcda for
which wages were paid In the preceding
month. The employee was paid a weekly
wage of $64 on each of the fire Frldays
occurring in January 1954. On February 10,
1954, the employee was paid a bonus of O125
based upon production during the fire pay-
roll periods covered by the wazes paid In
January. On the date of payment of the
bonus, the employee, who is married and ha3
three children, has a withholding exemption
certificate in effect claiming five withholding
exemptions. The amount of the tax to be
withheld from the bonus paid on February
10, 1954, is computed as follows:
Wages paid in January 1954 for 5

payroll periods (5X$G4).... 0320.00
Bonus paid Feb. 10, 15..__ _ 125.00

Aggregate of ages and bonus. 445. 00

Average wage per payroll period
($45-5) 89. O0

Computation of tax under percent-
age method:

Withholding exemptions (5X013). - 5. 0

Remainder subject to tax_._ 2400

Tax on average wage for 1 week
(18 percent of $2',1) 4.32
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Tax on average wage for 5 ,eahs_. $21. ea
Les: Tax previously withheld on

wcekly wage paymento of $4. N one

Tax to be withheld on mpple-
mental wager.. 21. CO

Computation of tax under wae
bracket method:

Tax on 099 wage under wea-ly
wage table (C4.60 per w ck for 5
weels) 22.50

L=s: Tax prevlou-sy withheld on
weehly wage paymenta of $Z1
(00.20 per week for 5 OO) .O0

Tax to he withheld on ,upple-
mental w.aGe ..... 21.53

(c) Vacation allowances: Amounts of
so-called "vacation allowances" shall be
subject to withholding as thouzh they
were reg-ular wage payments made for
the period covered by the vacation. If
the vacation allowance is paid in addi-
tion to the re-ular wage payment for
such period, the rules applicable with
respeCt to supplemental wage payments
shall apply to such vacation alloGwance.

§ 406.307 Statutory proaisions; zn-
come tax collected at source; payroll pe-
riod of iiore than one year.

Sc. 1622. Ixco x corz.xcrxm a sacz_

(i) Orcrlapping pj per'aod. -d so fo rI
If a payment of wagei a made to an em-
ploycc by an employer-

(3) With repect to a period bginning: in
one and ending in another calendar year. or

the manner of withholding and the amount
to be dcducted and withheld under this sub-
chapter than be determined in accozdance
with regulations prescribed by the Commiz-
rAoner with the approval of the Secretary
under which the withholding exemption al-
lowed to the employee In any caIendr
year shall approximate the withholding ez-
eniption allowable with rcspect to an annual
payroll period.

[Sec. 1622 (1), as added by cec. 2 (a), Cur-
rent Tax Payment Act 1243.1

§ 406.303 Wages paid for ayroll pe-
riod of more than one year. If wages are
paid to an employee for a payroll peiod
of more than one year. for the purpose of
determining the amount of tax required
to be deducted and withheld in respect of
such wage--

(a) Under the percentage method, the
amount of the tax shall be determined
as if such payroll period constituted an
annual payroll period, and

(b) Under the wage bracket method,
the amount of the tax shall be deter-
mined as if such payroll period consti-
tuted a miscellaneous payroll period of
365 days.

§ 406.309 StatutorY vrovisors; in-
come tax collected at source; wages paid
on behalf of two or more employers.

c1622. larcoi TAX COLLEOTE AT S017-.

(1) Orcriappfng pay p-'i'ods. and so fort".
If a payment of wages la made to an em-
ployco by an employer-

(4) Tbrough an agent. fduclary, r other
percon who also haa the control, recelpt,
cu:tody, or dlpo l of. or pay, the waZes
payable by another employer to su h em-
ployee,
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the manner of withholding and the amount
to be deducted and withheld under this sub-
chapter shall be determined in accordance
with regulations prescribed by the Commis-
sioner with the approval of the Secretary
under which the withholding exemption
allowed to the employee in any calendar year
shall approximate the withholding exemp-
tion allowable with respect to an annual
payroll period.

[Sec. 1622 (1), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943.1

* * * * *

§ 406.310 Wages paid on behalf of two
or more employers. (a) If a payment
of wages is made to an employee by an
employer through an agent, fiduciary, or
other person who also has the control,
receipt, custody, or disposal of, or pays
the wages payable by another employer
to such employee, the amount of the tax
required to be withheld on each wage
payment made- through such agent,
fiduciary, or person shall, whether the
wages are paid separately on behalf of
each employer or paid m a lump sum on
behalf of all such employers, be deter-
mined upon the aggregate amount of
such wage payment or payments in the
same manner as if such aggregate
amount had been paid by one employer.
Hence, under either the percentage
method or the wage bracket method the
tax shall be determined upon the aggre-
gate amount of the wage payment.

(b) In any such case, each employer
shall be liable for the return and pay-
ment of a pro rata portion of the tax
so determined, such portion to be de-
termined in the ratio which the amount
contributed by the particular employer
bears to the aggregate of such wages.

(c) For example, three companies
maintain a central management agency
which carries on the administrative
work of the several companies. The
central agency organization consists of
a staff of clerks, bookkeepers, stenog-
raphers, etc., who are the common em-
ployees of the three companies. The
expenses of the central agency includ-
ing wages paid to the foregoing em-
ployees, are borne by the several com-
panies in certain agreed proportions.
Companies X and Y each pay 40 per-
cent and Company Z pays 20 percent.
The amount of the tax required to be
withheld on the wages paid to persons
employed in the central agency should
be determined in accordance with the
provisions of this section. In such event,
Companies X and Y are each liable as
employers for the return and payment
of 40 percent of the tax required to
be withheld and Company Z is liable
for the return and payment of 20 per-
cent of the tax. (See § 406.807, relating
to acts to be performed by agents.)

§ 406.311 Statutory provszons; rn-
come tax collected at source; average
wages.

Ec. 1622. INCOME TAX COLLECTMD AT SOURCE.

(J) Withholding on basle of average wages.
The Commissioner may, under regulations
prescribed by him with the approval of the
Secretary, authorize employers (1) to esti-
mate the wages which will be paid to any
employee In any quarter of the calendar
year, (2) to determine the umount to be
deducted and withheld upon each payment
of wages to such employee during such

quarter as if the appropriate average of the
wages so estimated constituted the actual
wages paid, and (3) to deduct and with-
hold upon any payment of wages to such
employee during such quarter such amount
as may be necessary to adjust the amount
actually dc cted and withheld upon the
wages of such employee during such quar-
ter to the amount required to be deducted
and withheld during such quarter without
regard to this subsection.

[See. 1622 (J), as added by see. 2 (a),
Current Tax Payment Act 1943.1

§406.312 Withholding on basis of
average wages. The Commissioner-may
authorize the employer to withhold the
tax under section 1622 on the batis of
the employee's average estimated wages,
with necessary adjustments, for any
quarter. Before using such method the
employer must receive authorization
from the Commissioner. Applications to
use such method must be accompanied
by evidence establishing the need for the
use of such method.

§ 406.313 Statutory provisions; income
tax collected at source; additional with-
holding.

SEC. 1622. INcoME TAX COLLECTED AT SOURCE.

(k)' Additional withholding. The Secre-
tary is authorized by regulations to provide,
under such conditions and to such extent as
he deems proper, for withholding In addition
to that otherwise required under this section
in cases In which the employer and the em-
ployee agree (in such form as the Secretary
may by regulations prescribe) to such addi-
tional withholding. Such additional with-
holding shall for all purposes be considered
tax required to be deducted and withheld
under this subchapter.

[Sec. 1622 (k), as added by sec. 203, Rev-
enue Act 1951.]

§ 406.314 Add zt zon a I withholding.
(a) In addition to the tax required to
be deducted and withheld in accordance
with the provisions of section 1622, the
employer and employee may agree that
an additional amount shall be withheld
from the employee's wages. The agree-
ment shall be in writing and shall be in
such form as the employer may pre-
scribe. The agreement shall be effective
for such period as the employer and em-
ployee mutually agree upon. However,
unless the agreement provides for an
earlier termination, either the employer
or the employee, by furnishing a written
notice to the other, may terminate the
agreement effective with respect to the
first payment of wages-made on or after
the first "status determination date"
(January 1 and July 1 of each year)
which occurs at least 30 days after the
date on which such notice is furnished.

(b) The amount deducted and with-
held pursuant to an agreement between
the employer and employee shall be con-
sidered as tax required to be deducted
and withheld under section 1622. All
provisions of law and regulations ap-
plicable with respect to the tax required
to be deducted and withheld under sec.
tion 1622 shall be applicable with respect
to any amount deducted and withheld
pursuant to the agreement.

(c) The amount deducted and with-
held pursuant to an agreement between
the employer and employee, together
with the tax required to be deducted and

withheld under section 1622, shall bo
reported on Form W-2 and on Form 041
as Federal income tax withheld from
wages.

§ 406.315 Statutory provisions; income
tax collected at source; withholding ex-
emptions.

SEC. 1622. INCOME TAX coLLcT AT socnes°

(h) Withholding exemptions-(1) In gen-'
eral. An employee receiving wages shall on
any day be entitled to the following with-
holding exemptions:

(A) An exemption for himself.
(B) One additional exemption for himself

if, on the basis of facts existing at the begin-
ning of such day, there may reasonably be
expected to be allowable an exemption under
section 25 (b) (1) (B) (1) (relating to old
age) for the taxable year under Chapter 1
in respect of which amounts deducted and
withheld under this subehapter in the calen-
dar year in which such day falls are allowed
as a credit.

(C) One additional exemption for himnolf
if, on the basis of facts existing at the be-
ginning of such day, there may reasonably be
expected to be allowable an exemption under
section 25 (b) (1) (C) (I) (relating to the
blind) for the taxable year under Chapter 1
in respect of which amounts deducted and
withheld Under this subchapter in the calen-
dar year in which such day falls are allowed
as a credit.

(D) If the employee Is married, any ex-
emption to which his spouse is entitled, or
'would be entitled if such spouse were an
employee receiving wages, under subpara-
graph (A), (B), or (C), but only if such
spouse does not have In effect a withholding
exemption certificate claiming such exemp-
tion.

(E) An exemption for each individual with
respect to whom, on the basis of facts exist-
tg at the beginning of such day, there may
reasonably be expected to be allowable an
exemption under section 25 (b) (I) (D) for
the taxable year under Chapter 1 in respect
of which amounts deducted and withheld
under this subchapter in the calendar year
in which such day falls are allowed a a
credit.

(2) Exemption certiflcates.
(A) On commencement of employment.

On or before the date of the commencement
of employment with an employer, the em-
ployee shall furnish the employer with a
signed withholding exemption certificate re-
lating to the number of withholding eXemp-
tions which he claims, which shall in no
event exceed the number to which he is
entitled.

(B) Change of status, etc. If, on any day
during the calendar year, the numbot of
withholding exemptions to which the om.
ployee is entitled Is less than the number
of withholding exemptions claimed by the
employee on the withholding exemption cer-
tificate then in effect with respect to him,
the employee shall within ton days there-
after furnish the employer with a now with.
holding exemption certificate relating to the
number of withholding exemptions which
the employee then claims, which shall In no
event exceed the number to which he Is
entitled on such daY. If, on any day during
the calendar year, the number of withhold-
ing exemptions to which the employee Is on-
titled Is greater than the number of with-
holding exemptions claimed, the employee
may furnish the employer with a now With-
holding exemption certificate relating to tile
number of withholding exemptions which
the employee then claims, which sball in no
event exceed the number to which he is
entitled on such day.

(C) Change of status, eto., which afleots
next calendar year. If on any day during
the calendar year the number of withhold-
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ing exemptions to which the employee will
be, or may reasonably be expected to be.
entitled at the beginning of his next taxable
year under Chapter 1 Is different from the
number to which the employee is entitled
on such day, the employee shall. 'in such
cases and at such times as the Commissioner,
with the approval of the Secretary. may by
regulations prescribe, furnish the employer
with a withholding exemption certificate re-
lating to the number of withholding exemp-
tions which he claims with respect to such
next taxable year, which shall in no event
exceed the number to which he will be, or
may reasonably be expected to be, go entitled.

(3) When certificate takes effect.
(A) First certificate furnihed. A with-

holding exemption certificate furnished the
employer in cases in which no previous such
certificate is in effect shall take effect as of
the beginning of the first payroll period end-
ing, or the first payment of wages made
without regard to a payroll period, on or
after the date on which such certificate is
so furnished.

(B) Furnished to take place of existing
certificate. A withholding exemption cer-
tificate furnished the employer in cases in
which a previous such certificate is in effect
shall take effect with respect to the first
payment of wages made on or after the first
status determination date which occurs at
least thirty days from the date on which such
certificate is so furnished, except that at the
election of the employer such certificate may
be made effective with respect to any' pay-
ment of wages made on or after the date on
which such certificate is so furnished; but
a certificate furnished pursAant to para-
graph (2) (C) shall not take effect, and may
not be made effective, with respect to any
payment of wages made in the calendar year
in which the certificate Is furnished. For
the purposes of this subparagraph the term
"status determination date" means January
1 and July 1 of each year.

(4) Period during which certificate re-
7ains in effect. A withholding exemption
certificate which takes effect under this sub-
section shall continue in effect with respect
to the employer until another such certificate
takes effect under this subsection.

(5) Contents of certiflcate. Withholding
exemption certificates shall be in such form
and contain such information as the Com-
missioner may, with the approval of the Sec-
retary, by regulations prescribe.

[Sec. 1622 (h), as added by sec. 2 (a),
Current Tax Payment Act 1943, and as
amended by sec. 137, Revenue Act 1943;
sec. 22 (d) and (f), Individual Income Tax
Act 1944; sec. '104 (c), Revenue Act 1945;
sec. 202 (b) (1), Revenue Act 1948.]

SEC. 1626. PENALTiES.

(d) Penalties in 'respect of withholding
exemption certificates. Any individual re-
quired to supply information to his employer
under section 1622 (h) who willfully sup-
plies false or fraudulent information, or who
willfully fails to supply information there-
under which would require an increase in
the tax to be withheld under section 1622,
shall, in lieu of any penalty otherwise pro-
vided, upon conviction thereof, be fined not
more than $500, or imprisoned for not more
than one year, or both.

[Sec. 1626 (d), as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943.1

SEC. 25. CREDrrS Os INDIVIDUAL AGAIMST NET
INCeOME.

* S -. * S S

(b) Credits for both normal tax and
surtax--(l) Credits. There shall be allowed
for the purposes of both the normal tax and
the surtax, the following credits against net
income:

(A) An exemption of $600 for the-tax-
payer; and an additional exemption of $600
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for the spouse of the taxpayer If a separate
return t made by the taxpayer, and If the
spouse, for the calendar year in which the
taxable year of the taxpayer begins, has no
gross income and is not the dependent of
another taxpayer;

(B) (i) An additional exemption of $C00
for the taxpayer if he has attained the ago
of 65 before the close of his taxable year;
and

(Uf) An additional exemption of 8600 for
the spouse of the taxpayer if a separate re-
turn is made by the taxpayer, and if the
spouse has attained the age of 65 before the
close of such taxable year. and, for the calen-
dar year in which the taxable year of the
taxpayer begins, has no gross income and is
not the dependent of another taxpayer.

(C) (i) An additional exemption of $600
for the taxpayer if he is blind at the close of
his taxable year; and

(11) An additional exemption of $600 for
the spouse of the taxpayer If a separate re-
turn is made by the taxpayer, and if the

'spouse is blind and, for the calendar year in
which the taxable year of the taxpayer begins,
has no gross income and is not the dependent
of another taxpayer. For the purpozes of
this claue the determination of whether the
spouse Is 'blindshall be made as of the close
of the taxable year of the taxpayer, unless
the spouse dies during such taxable year, In
which case such determination shaU be made
as of the time of such death;

(ill) For the purposes of this subparagraph
an individual is blind only if either: his cen-
tral visual acuity does not exceed 20/200 in
the better eye with correcting lenses, or his
visual acuity is greater than 20/200 but is
accompanied by a limitation in the fields of
vision such that the widest diameter of the
visual field subtends an angle no greater
than 20 degrees;

(D) An exemption of $600 for -each de-
pendent whose gross income for the cal-
endar year in which the taxable year
of the taxpayer begins is less than 8600,
except that the exemption shall not be al-
lowed in respect of a dependent who has
made a Joint return with his spouse under
section 51 for the taxable year beginning in
such calendar year.

(2) Determination of status. For the pur-
poses of this subsection-

(A) The determination of whether an in-
dividual is married shall be made as of the
close of his taxable year. unlens his spouse
dies during his taxable year. in which case
suclt determination shall be made as of the
time of such death; and

(B) An individual legally separated from
his spouse under a decree of divorce or of
separate maintenance shall not be considered
as married.

(3) Definition of dependent. As used in
this chapter the term "dependent" means
any of the following persons over half of
whose support, for the calendar year in which
the taxable year of the taxpayer begins, was
received from the taxpayer:

(A) A son or daughter of the taxpayer, or
a descendant of either,

(B) A stepson or stepdaughter of the tax-
payer,

(C) A brother, sister, stepbrother, or step-
sister of the taxpayer,

(D) The father or mother of the taxpayer,
or an ancestor of either,

(E) A stepfather or stepmother of the tax-
payer,

(P) A son or daughter of a brother or sister
of the taxpayer.

(G) A brother or sister of the father or
mother of the taxpayer,

(H) A son-in-law, daughter-in-law, father-
in-law, mother-in-law, brother-in-law, or
sister-in-law of the taxpayer.

As used in this paragraph, the terms "broth-
er" and "sister" include a brother or sister
by the half-blood. For the purpo.es of de-
termining whether any of the foregoing re-
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lationshipa exist (1) a legally adopted child
of a person or (2) a child for which petition
for adoption was filed by a person in the
appropriate court and denied because of
mental Incapacity of surviving natural par-
ent to agree to such adoption, shall be con-
aidered a child of such person by blod. The
term "dependent" does not include any in-
dividual who is a citizen or subject of a. for-
eign country unless such individual is a
resident of the United States or of a country
contlguqus to the United States. A payment
to a wife which is includible under section
22 (k) or section 171 in the gros3 income of
such wife shall not be considered a payment
by her husband for the suppork of any de-
pendent.

[Sec. 25 (b). as amended by sec. 6 (a).
Revenue Act 1940; secs. 111 (a), 113, Revenue
Act 1941; sees. 120 (e) (1), 131 (a) (1) and
(b), Revenue Act 1942: sec. 103, Revenue
Act 1943; sec. 10 (b), Individual Income Tax
Act 1944; se. 102 (a), Revenue Act 1945;
sec. 201, Revenue Act 1948; sec. 310 (a),
Revenue Act 1951; sec. 3. Pub. Law 213 (83d
Cong.),-

§ 406.316 Withholding exemptions-
(a) In general. (1) An employee re-
ceiving wages shall on any day be en-
titled to withholding exemptions as pro-
vided In section 1622 (h) (1). In order
to receive the benefit of such exemptions,
the employee must file with his employer
a withholding exemption certificate as
provided in section 1622 (h) (2). See
§ 406.319.

(2) The number of exemptions to
which an employee is entitled on any
day depends upon his status as single or
married, upon his status as to old age and
blindness, upon the number of his de-
pendents, and, If married, upon the num-
ber of exemptions claimed by his spouse.

(3) An employee is entitled to one
withholding exemption for humself and
he may also be entitled to withholding
exemptions for old age and blindness.

(b) Old age or blindness. If an em-
ployee will have attained 65 years before
the end of the taxable year he may claim
an additional withholding exemption on
account of age. If the employee is blind,
he may claim an additional withholding
exemption for blindness. For the pu -
poses of claiming a withholding exemp-
tion for blindness, an individual shall be
considered blind only if either his cen-
tral visual acuity does not exceed
20/200 in the better eye with correcting
lenses or his visual acuity is greater than
20/200 but is accompanied by a limita-
tion In the fields of vision such that the
widest diameter of the visual field sub-
tends an angle no greater than 20 de-
grees.

(c) Spouse. (1) A married employee is
entitled to one withholding exemption
for himself. He s also entitled to one
withholding exemption for his spouse,
unless his spouse is employed and claims
the withholding exemption for herself.
Thus, a married couple is entitled to one
withholding exemption for each spouse
and they each may claim one exemption,
but if one spouse does not claim his ex-
emption the other spouse may claim it
If the employee's spouse will have at-
tained 65 years before the end of such
employee's taxable year and such spousd
has no withholding exemption certificate
in effect claiming such-exemption, the
employee may also claim an additional
withholding exemption on account of the
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age of his spouse. If the employee's
spouse is blind and has no withholding
exemption certificate in effect claiming
such exemption, the employee may also
claim an additional withholding exemp-
tion for the blindness of his spouse. If
both husband and wife -are employees

-receiving wages subject to withholding
and the wife is over the age of 65 and has
in effect a withholding exemption cer-
tificate claiming only one exehption,
then the husband may claim one ex-
emption for her on his certificate.

(2) For the purpose of determining
the number of withholding exemptions
to which an employee is entitled for him-
self and his spouse on any day, the em-
ployee's status as a single person or a
married person and, if married, whether
a withholding exemption is claimed by
his spouse shall be determined as of such
day, but, in the case of a married per-
son, the withholding exemption claimed
by an employee for his spouse or on ac-
count of the age or blindnesg of his
bpouse may be claimed by the employee
for that portion of his taxable year
which occurs after his spouse's death.

(d) Dependent. (1) Subject to the
limitations stated in this paragraph,
an employee shall also be entitled on any
day to a withholding exemption for each
-individual who may be reasonably ex-
pected to be his dependent for the tax-
able year beginning m the calendar year
In which such day falls. For the pur-
poses of the withholding exemption for
an individual who may be reasonably ex-
pected to be a dependent, the following
rules shall apply"

(i) The determination that an mdi-
vidual may or may not be reasonably ex-
pected to be a dependent shall be made
on the basis of facts existing at the be-
ginning of the day for which a withhold-
ing exemption for such individual is to be
claimed. The individual in respect of
whom an exemption is claimed must be in
existence and bear the required relation-
ship to the employee on the day in ques-
tion.

(ii) The determination that an idi-
vidual may or may not be reasonably
expected to be a dependent shall be
made for the taxable year of the em-
ployee under chapter 1 of the Internal
Revenue Code in respect of which
amounts deducted and withheld in
the calendar year in which the day
in question falls are allowed as a credit.
rn general, amounts deducted and with-
held during any calendar year are al-
lowed as a credit against the tax imposed
by chapter 1 for the taxable year. which
begins in, or with, such calendar year.
For example, in order for an employee to
be able to claim for a calendar year a
withholding exemption with respect to a
particular individual (other than the em-
ployee's spouse) there must be a rea-
sonable expectation that the employee
will be allowed an exemption with re-
spect to such individual under section
25 (b) for his income tax taxable year.

(iii) For the employee to be entitled
on any day of the calendar year to a
withholding exemption for an individual
as a dependent, such individual must
on such day 15'e reasonably expected to
receive less than $600 of gross income
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for such calendar year, receive over half
of his support from the employee dur-
ing such calendar year, and be related
to the employee in one of the relation-
ships specified in' section 25 (b) (3)

(2) If an employee undertakes the
support of an individual before July 1 of
any calendar year and intends to support
such individual for the rest of such year,
-it will be considered reasonable for such
-employee to claim for the purposes of
the withholding exemption-that he ex-
pects to furnish more than half the sup-
port of such individual for such calendar
year.

(3) If a dependent of an employee dies
during the calendar year, the withhold-
ing exemption for the dependent con-
tinues for that portion of the employee's
taxable year which follows the de-
pendent's death. Q

(4) An employee is not entitled to
claim a withholding exemption for an
individual otherwise reasonably expected
to be a dependent of the employee if
such individual is a citizen of a foreign
country, unless such individual is at any
time during the edlendar year a resident
of the United States, Canada, or Mexicq.

§ 406.317 Statutory provisions; definf-
tions; number of withholding exemptions
claimed.

SEC. 1621. DEF'INITONs.
As used in this subchapter-

(e) Number of withhoZcing exemptions
clatmed. The term "number of withholding
exemptions claimed" means the'number of
'withholding exemptions claimed in a with-
'holding exemption certificate in effect under
section 1622 (h), except that if no such cer-
tificate is in effect, the number of with-
'holding exemptions claimed shall be consid-
ered to be zero.

[Sec. 1621 (e), as added by sec. 2 (a),
Current Tax Payment Act 1943, and as
amended by sec. 22 (a), Individual Income
'ax Act 1944.]

§ 406.318 Number of withholding'ex-
emptions claimed. (a) The term "num-
ber of withholding exemptions claimed"
is defined in section 1621 (e) The num-
ber of withholding exemptions claimed
-must be taken into account in determin-
ing the amount of tax to be deducted
and withheld under section 1622, whether
the employer computes the tax in accord-
ance with the provisions of subsection
(a) or subsection (c) of section 1622.

(b) The employer is not required to
ascertain whether or not the. number of
withholding exemptions claimed is
greater than the number of withholding
exemptions to which the employee is
entitled. If, however, the employer has
reason to believe that the number of
withholding exemptions claimed by an
employee is greater than the number to
which such employee is entitled, the dis-
trict director should he so advised.

(c) As to the number of withholding
exemptions to which an employee is en-
titled, see § 406.316.

§ 406.319 Withholding exemption cer-
tiiicates-(a) In general. Every em-
ployee receiving wages shall furnish his
employer a signed withholding exemp-
tion certificate on Form W-4, relating to
the number of withholding exemptions
which he claims, which shall in no event

exceed the number to which he Is en-
titled. A withholding exemption cortifl-
cate shall be furnished the employer by
such employee on or before the date of
the commencement of employment with
the employer. The employer is required
to request a withholding exemption cer-
tificate from each employee, but If the
-employee falls to furnish such certificate,
-such employee shall be considered as
claiming no withholding exemptions.
Vorms of certificate (Form W-4) will be
supplied employers upon request to the
district director. In lieu of the pro-

.scribed form of certificate, employers
may prepare and use a form the-pro-
visions of which are identical with tilo
prescribed form. The certificate must
be retained by the employer as a sup-
porting record of the withholding ex-
emption claimed, Section 1622 (h) (2)
(B) provides for the filing of- a new with-
holding exemption certificate when any

-change occurs which affects the number
of withholding exemptions to which an
employee is entitled.

(b) Change i exemptions. (1) If,
on any day during the calendar year, the
number of withholding exemptions of an
employee Is more than the number of
withholding exemptions claimed on the
-withholding exemption certificate then
in effect, the employee may furnish the
employer with a new withholding ex-
emption certificate on which the em-
ployee must In no event claim more than
the number of withholding exemptions
to which he is entitled on such day,

(2) If, however, on any day during the
calendar year, the number of withhold-
ing exemptions to which the employee is
entitled Is less than the number of with-
holding exemptions claimed on the with-
holding exemption certificate then In
effect, the employee must within 10 days
after the change occurs furnish the em-
ployer with a new withholding exemp-
tion certificate relating to the number of
-withholding exemptions which the em-
"ployee then claims, which must in no
event exceed the number to which he is
entitled on such day. The number of
withholding exemptions to which an em-
ployee Is entitled decreases for any of the
following reasons:

(I) The employee's wife (or husband)
for whom the employee has been claim-
ing a withholding exemption, is divorced
or legally separated from the employee,
or claims her (or his) own withholding

-exemption on a separate certificate,
(i) The support of an individual for

'whom the employee has been claiming i
withholding exemption is taken over by
someone else, so that It can no longer be
reasonably.expected that the employee
will furnish over half of the support of
such individual for the particular
calendar year.

(ill) The employee finds that an in-
dividual claimed as a dependent on a
withholding exemption certificate will

-receive $600 or more of gross income of
his or her own during the current
calendar year.

(c) Change in exemptions which al-
fects next taxable year (1) If on any
day during the calendar year the num-
'ber of exemptions to which the employee
will be, or may be reasonably expected to
be. entitled at the beginning of his next
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taxable year under chapter I of the
Internal Revenue Code is different from
the number to winch the employee is
entitled on such day, the following rules
shall be applicable:

() If such number is greater than
the number of withholding exemptions
claimed m a withholding exemption
certificate in effect on such day, the em-
ployee may, on or before December 1 of
the year in winch such change occurs,
unless such change occurs in December,
furnish Ins employer with a new with-
holding exemption certificate reflecting
the increase in the number of withhold-
ing exemptions. If the change occurs

-in December, the certificate may be fur-
nished on or after the date on winch the
change occurs.

(i) If such number is less than the
number of withholding exemptions
claimed in a -withholding exemption
certificate in effect on such day, the em-
ployee must, on or before December 1
,of the year in winch the change occurs,
unless such change occurs in-December,
furnish his employer with a new with-
holding exemption certificate reflecting
the decrease in the number of withhold-
ing exemptions. If the change occurs
in December, the new certificate must
be furnished within 10 days of the date
on winch the change occurs.

(2) Before December 1 of each year,
every employer should request his em-
ployees to file new withholding exemp-
tion certificates for the ensuing year, in
the event of change in their exemption
status since the filing of their latest cer-
tificates. The number of exemptions to
which an employee is entitled at the
beginning.of the next taxable year under
chapter 1 of the Code decreases, for
example, for any of the following
reasons:

(iB The spouse or a dependent of the
employee dies.

(ii) The employee ceases late in the
year to support an individual so that it
is not reasonable to expect that more
than half of the individuars support wil
be received from the employee during
the ensuing year.

(iii) A dependent of the employee be-
gins to receive income late in the year
so that it is reasonable to expect that
the dependent will have a gross income
of $600 or more for the ensuing year.

(d) Penalties. Section-1626 (d) pro-
vides cnminal penalties appliable with
respect to individuals who are required
under section 1622 (h) to furnish to their
employers information relating to the
number of withholding exemptions
claned. The penalties are imposed
upon any such individual (1) who will-
fully supplies false or fraudulent infor-
mation, or (2) who willfully fails to sup-
ply information winch would increase
the tax required to be withheld at the
source on his wages. The penalty m each
instance is a fine of not more than $500
or imprisonment for not more than one
year, or both. Such penalties are in lieu
of any penalties otherwise provided by
law for failure to furnish the informa-
tion required by section 1622 (h) or for
the furnishing of false or fraudulent in-
formation under such section.
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§ 406.320 When Withlholding eXemp-
t7L certificates effective. (a) A wlth-
holaing exemption certificate furnished
the employer in any case in which no pre-
vious withholding exemption certificate
is in effect with such employer, shall take
effect as of the beginning of the first
payroll period ending, or the first pay-
ment of wages made without regard to a
payroll period, on or after the date on
which such certificate is so furnished.

b) A withholding exemption certifi-
cate furnished the employer In any case
in which a previous withholding exemp-
tion certificate is in effect with such
employer shall, except as hereinafter
provided, take effect with respect to the
first payment of wages made on or after
the first status determination date which
occurs at least 30 days from the date on
w inch such certificate is so furnshed.
However, at the election of the employer,
except as hereinafter provided, such cer-
tificate may be made effective with re-
spect to any payment of wages made on
or after the date on which such certifi-
cate is so furnished.

(c) A withholding exemption certifi-
cate furnished the employer pursuant to
section 1622 (h) (2) (C) which effects
a change for the next year, shall not take
effect, and may not be made effective,
with respect to the calendar year In
which the certificate is furnished.

(d) For the purposes of this section
the term "status determination date"
means January 1 and July 1 of each year.

(e) A withholding exemption certifi-
cate which takes effect under section
1622 (h) shall continue in effect with
respect to the employee until another
withholding exemption certificate takes
effect under such section.

SUBPART D-LI3ILITY FO1 TAX
§ 406.400 Statutory provisions; lia-

bility for tax.
SEc. 1622. INcosr TAx commCLL= ATS LovcS..
(a) Requirement of withizolding. Every

employer making payment of wages rball de-
duct and withhold upon such wages a tax
equal to 18 per centum of the amount by
which the wages exceed the number of with-
holding exemptions claimed multiplied by
the amount of one such exemption as shown
in subsection (b) (1) 00 0

(d) Tax paid by recipfent. If the em-
ployer, in violation of the provislons of this
subchapter, fails to deduct and withhold tho
tax under this subchapter, and thereafter
the tax against which such tax may be
credited is paid, the tax so required to be
deducted and withheld shall not be collected
from the employer; but this.sub:ection shall
in no case relieve the employer from liability
-for any penalties or additions to the tax
'otherwise applicable In respect of such fail-
ure to deduct and withhold.

[See. 1622 (a), as added by eec 2 (a),
Current Tax Payment Act 1943, and as
amended by sec. 22 (b), Individual Income
Tax Act 1944: sec. 104 (a) (1), Revenue Act
1945; sec. 501, Revenue Act 1948; ec. 141,
Revenue Act 1950; sec. 201, Revenue Act;
1951; and sec. 1622 (d), as added by sec. 2
(a), Current Tax Payment Act 1943.]

Sec. 1623. Ihnm=r -on T=
The employer shall be liable for the pay-

ment of the tax required to be deducted and
withheld under this subchapter, and shall
,not be liable to any person for the amount
of any such payment.
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[Sc. 16M3, as added by ccc, 2 (a), Current
Tax Payment Act 1043.]

S=. 3081. 1-ro:!cmnnrr 07 Xri&.ri Fs-
Thins COLXC=.

Whenever any person is required to collect
or withhold any nternal-revenue tax from
any other per-on and to pay such tax over
to the United States, the amount of tax so
collected or withheld shall be held to be a
special fund in trust for the United States.
The amount of such fund shall be as.zzed,
collected, and paid in the same manner and
subject to the same provisions and linita-
tions (Including penaltles) as are applicable
with respect to the taxes from which such
fund aroe.

§ 406.401 Liability for tax. (a) The
employer is required to collect the tax
by deducting and withholding the
amount thereof from the employee's
wages as and when'pald, either actually
or constructively. Wages are construc-
tively paid when they are credited to
the account of or set apart for an em-
ployee so that they may be drawn upon
by him at any time although not then
actually reduced to possession. To con-
stitute payment in such a case, the wages
must be credited or set apart to the em-
ployce without any substantial limita-
tion or restriction as to the time or man-
ncr of payment or condition upon which
payment is to be made, and must be
made available to him so that they
may be drawn upon at any time, and
their payment brought within his con-
trol and disposition.

(b) An employer is required to de-
duct and withhold the tax notwith-
standing the wages are paid in some-
thing other than money (for example,
wages paid in stocks or bonds; see
§ 406.207 (a)) and to pay the tax to the
district director or duly designated de-
positary of the United States, as the case
may be, in money. If wages are pald in
property other than money, the employer
should make necessary arrangements to
insure that the amount of the tax re-
quired to be withheld is available for
payment to the district director in
money.

Cc) Every person required to deduct
and withhold the tax under section 1622
from the wages of an employee is liable
for the payment of duch tax whether or
not It is collected from the employee. If,
for example, the employer deducts les
than the correct amount of tax, or if he
fails to deduct any part of the tax, he is
nevertheless liable for the correct
amount of the tax. However, if the em-
ployer in violation of the provisions of
section 1622 fails to deduct and withhold
the tax, and thereafter the income tax
against which the tax under section 1622
may be credited is paid, the tax under
section 1622 shall not be collected from
the employer. Such payment does not,
however, operate to relieve the employer
from liability for penalties or additions
to the tax for failure to deduct and with-
hold within the time prescribed by law or
regulations made in .pursuance of law.
The employer will not be relieved of hIs
liability for payment of the tax required
to be withheld unless he can show that
the tax against which the tax under sec-
tion 1622 may be credited has been paid.

(d) The amount of any tax withheld
and collected by the employer is a special
fund in trust for the United States.
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(e) The employer or other person re-
quired to deduct and withhold the tax
under section 1622 is relieved of liability
to any other person for the amount of
any such tax withheld and paid to the
district director or deposited with a duly
designated depositary of the United
States.

(f) Section 2707 provides severe penal-
ties for a willful failure to pay, collect, or
truthfully account for and pay over, the
tax imposed by section 1622, or for a will-
ful attempt in any manner to evade or
defeat the tax. Such penalties may be
incurred by any person, including the
employer, and any officer or employee of
a corporate employer, or member or em-
ployee of any other employer, who as
such employer, officer, employee, or
member is under a duty to perform the
act in respect of which the violation oc-
curs.

(g) As a matter of business adminis-
tration, certain of the mechanical details
of the withholding process may be han-
dled by representatives of the employer.
Thus, in the case of a corporate em-
ployer having branch offices, the branch
manager or other representative may
actually as a matter of internal admin-
istration, withhold the tax or prepare
the statements required under section
1633. Nevertheless, the legal responsi-
bility for withholding, paying, and re-
turning the tax and furnishing such
statements rests with the corporate
employer.

§ 406.402 Statutory provisions; non-
deductibility of tax zn computing net
income.

SEc. 1622. INCOLE TAX COLLECTED AT SOURCE.

(e) Nondeductibility of tax In computing
net income. The tax deducted and with-
held under this subehapter shall not be al-
lowed as a deduction either to the employer
or to the recipient of the income in com-
puting net income for the purpose of any
tax on income imposed by Act of Congress.

[Sec. 1622 (e), as added by see. 2 (a),
Current Tax Payment Act 1943.1

§ 406.403 Nondeductibility of tax.
The tax deducted and withheld at the
source upon wages shall not be allowed
as a deduction either to the employer or
the recipient of the income in computing
net income under chapter 1 of the In-
ternal Revenue Code. The entire
amount of the wages from which the
tax is withheld shall be included in gross
income in the return required to be made
by the recipient of the income without
deductions for such tax. The tax with-
held at source, however, is allowable as
a credit against the tax imposed by
chapter 1 of the Internal Revenue Code
upon the recipient of the income. See
§ 406.705.

SUBPART E--RECEIPTS

§ 406.500 Statutory provzszons; re-
ceipts for employees.

SEC. 1633. RECEUITS 7ORf EMPLOYEES.
(a) Requirement. Every person required

to deduct and withhold from an employee a
tax under section 1400 or 1622, or who would
have been required to deduct and withhold a
tax under section 1622 If the employee had
claimed no more than one withholding ex-
emption, shall furnish to. each such em-

ployee in respect of the remuneration paid
by such person to such employee during the
calendar year, on or before January 31 of the
succeeding year, or, If his employment is ter-
minated before the close of such calendar
year, on the day on which the last payment
of remuneration is made, a written state-
ment showing the following: (1) the name
of such person, (2) the name of the em-
ployee (and his social security account num-
ber if wages as defined in section 1426 (a)
have been paid), (3) the total amount of
wages as defined in section 1621 (a) (4) the
total amount deducted and withheld as tax
under section 1622, (5) the total amount of
wages as defined in section 1426 (a), and (6)
the total amount deducted and withheld as
tax under section 1400. In the case of com-
pensation paid for service as a member of the
armed forces, the statement shall show, as
wages paid during the calendar year, the
amount of such compensation paid during
the calendar year which is not excluded from
gross income under chapter 1 (whether or
not such compensation constituted wages as
defined in section 1621 (a)); such statement
to be furnished f any tax was withheld dur-
ing the calendar year or if any of the com-
pensation paid Is includible under chapter
1 in gross income.

(b) Statements to constitute information
returns. The statements required to be
furnished liy this section in respect of any
remuneration shall be furnished at such
other times, shall contain such other infor-
mation, and shall be in such form as the
Commissioner, with the approval of the
Secretary, may by regulations prescribe. A
duplicate of any such statement if made
and filed In accordance with regulations pre-
scribed by the Commissioner with the ap-
proval of the Secretary shall constitute the
return required to be made in respect of
such remuneration under section 147.

(c) Extension of time. The Commissioner,
under such regulations as he may prescribe
with the approval of the Secretary, may grant
to any person a reasonable extension of time
(not in excess of thirty days) with respect
to the statements required to be furnished
under this section.

[Sec. 1633, as added by sec. 206 (a), Social
Security Act Amendments 1950, and as
amended by sec. 202 (c), Revenue Act 1950.]

SEC. 1634. PENALTIES.
(a) Penalties for fraudulent statement or

failure to furnish statement. In lieu of
any other penalty provided by law (except
the penalty provided by subsection (b') of
this section),)any person required under the
provisions of section 1633 to furnish a state-
ment who willfully furnishes a false or
fraudulent statement, or who willfully falls
to furnish a statement in the manner, at the
time, and -showing the information required
under section 1633, or regulations prescribed
thereunder, shall for each such failure, upon
conviction thereof, be fined not more than
penalty provided by subsection .(a) of this
$1,000, or imprisoned for not more than one
year, or both.

(b) Additional penalty. In addition to the
section, any person required under the pro-
visions of section 1633 to furnish a state-
nient who willfully furnishes a false or
fraudulent -statement, or who willfully fails
to furnish a statement in the manner, at the
time, and showing the information required
under section 1633, or regulations prescribed
thereunder, shall for each such failure be
subject to a civil penalty of $50. Such pen-
alty shall be assessed and collected in the
same manner as the tax Imposed by section
1410.

[Sec. 1634, as added by see. 206 (a), Social
Security Act Amendments 1950.]

§ 406.501 Receipts for employees-
(a) Requirement. (1) Every person re-
quired to deduct and withhold from an

employee a tax under section 1622, or
who would have been required to deduct
and withhold a tax under section 1622 if
the employee had claimed no more than
one withholding exemption, shall fur-
nish to each such employee, in respect
of the remuneration paid by such per-
son to such employee during the calen-
dar year, the tax return copy and the
employee's copy of a statement on Form
W-2 showing the following: (1) The
name and address of such person, (i1) the
name and address of the employee, and,
if wages as defined In ection 1426 (a)
have been paid, his social security ac-
count number, (ii) the total amount of
wages as defined in section 1621 (a), (iv)
the total amount deducted and withhold
as tax under section 1622, (v) the total
amount of wages as defined in section
1426 (a) and (vi) the total amount of
employee tax under section 1400 de-
ducted and withheld (Increased by any
adjustment in the calendar year for
overcollection, or decreased by any ad-
justment in such year for undorcollec-
tion, of such tax during any prior year)

(2) For example, if the wage bracket
method of withholding is used, a with-
holding statement must be furnished
each employee whose wages during any
payroll period are equal to or In excess
of the smallest wage for which tax must
be withheld from employees claiming
one exemption. If the percentage
method is used, a withholding statement
must be furnished each employee whose
wages during any payroll period are in
excess of one withholding exemption for
such payroll period as shown in the per-
centage method withholding table con-
tained In section 1622 (b) (1)

(3) If (I) the amount of employee tax
under section 1400 deducted and with-
held in the calendar year from the wages
as defined In section 1426 (a) -paid
during such year was less or greater
than the tax imposed by section 1400
on such wages by reason of the adjust-
ment in such year of an overcolleotion
or undercollection of the tax in any prior
year, or (i) regardless of the reason for
the error or the method of its correction,
the amount of wages as defined in section
1426 (a) or tax under section 1400
entered on a statement furnished to the
employee for a prior year was incorrect,
a corrected statement for such prior
year reflecting tl~e adjustment or the
correct data shall be furnished to the
employee.

(4) Likdwise, a corrected statement on
Form W-2 shall be furnished the em-
ployee with respect to a prior calendar
year (I) to show the correct amount of
wages (as defined In section 1621 (a)
paid during the prior calendar year if the
amount of such wages entered on a state-
ment furnished to the employee for such
prior year Is incorrect or (i1) to show the
amount actually deducted and withheld
as tax under section 1622 If such amount
Is less or greater than the amount en-
tered as tax withheld on the statement
furnished the employee for such prior
year.

(5) The statement on Form W-2 for
the calendar year and the corrected
statement for any prior year shall be
furnished to the employee on or before
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January 31 of the year succeeding such
calendar year, or, if his employment is
terminated before the close of such cal-
endar year, on the day on which the last
payment of wages is made. See para-
graph (c) of this section for extension of
time for furnishing statements.

(6) See the applfcable regulations un-
der the Federal Insurance Contributions
Act for the requirement as to the fur-
nishing of a statement m cases where
such statement is required solely by rea-
son of the tax under section 1400 of such
Act. Also see such regulations with re-
spect to adjustments of that tax.

(b) Recezpts for members of the
Armed Forces-of the United States. Sec-
eon 1633 (a) contains certain special
provisions which are applicable in the
case of members of the Armed Forces of
the United States in active service. In
such case, Form W-2 shall be furnished
to each such member of the Armed
Forces of the United States if any tax
has been withheld during the calendar
year from the remuneration of such
member or if any of the remuneration
paid during the calendar year for such
active service is includible under chapter
1 in the gross income of such member.
Form W-2, in the case of such member,
shall show, as wages paid during the
calendar year, the amount of the re-
muneration paid during the calendar
year which is not excludable under chap-
ter 1 from the gross income of such
member, whether or not such remunera-
tion constitutes wages as defined in sec-
tion 1621 (a) and whether or not paid
for such active service.

c) Extenszon of time for furmshng
recezpts to employees-Cl) In general.
For good cause shown upon application
by the employer, the district director of
internal revenue may grant an extension
of time within which to furnish the writ-
ten statement provided for in paragraph
(a) of this section.

(2) Upon termznation of employment.
An extension of time, not exceeding 30
days, within which to furnish the written
statement provided for in paragraph (a)
of this section upon termination of em-
ployment is hereby granted to any em-
ployer with respect to any employee
whose employmefit is terminated during
the calendar year. In the case of in-
termittent or interrupted employment
where there is reasonable expectation on
the part of both employer and employee
of further employment, there is no re-
quirement that a written statement be
immediately furnished the employee;
but when such expectation ceases to
exist, the statement must be furnished
within 30 days from that time.

(d) Undelivered Forms W-2. The
tax return copy and the employee's copy
of each withholding statement on Form
W-2 for the calendar year which the
employer is required to furnish to the
employee and which after reasonable
effort he is unable to deliver to the em-
ployee shall be transmitted to the dis-
trict director with the return on Form
941 filed by the employer for the first
calendar quarter of the next succeeding
calendar year or with the employer's
final return if filed at an earlier date.
.Thus, the undelivered copies of Forms
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W-2 ordinarily will be transmitted to
the district director on or before April
30th or May 10th of the year following
that for which they were Issued, de-
pending upon when the return for the
first calendar quarter of such year is
required to be filed. In the case of an
employer having branch offices, the un-
delivered copies of Forms W-2 held In
such branch offices may be transmitted
by the employer with his return or, at
the option of the employer, may be
transmitted by the branch office directly
to the district director for the internal
revenue district in which the branch
office is located. Such direct trans-
mittal by branch offices shall be made at
the time prescribed for the filing of the
employer's return for the first quarter
of the calendar year following that for
which the Forms W-2 were issued or at
the time of the filing of the employer's
final return if filed at an earlier date.
The provisions of this paragraph are also
applicable with respect to any corrected
statements issued for a prior calendar
year.

(e) Form 1099 information returns.
The making of an information return
on Form 1099 will not be required with
respect to any wages reported on Form
W-2, provided the district director's
copies of the Forms W-2 are transmitted
with the returns on Form 941, as pro-
vided in § 406.601.

(f) Penalties for fraudulent receipt or
failure to furntslh receipt. Section 1634
imposes criminal and civil penalties for
the willful failure to furnish a statement
in the manner, at the time, and showing
the information required under section
1633 or regulations prescribed thereunder
or for willfully furnishing a false or
fraudulent statement. For each such
violation, the criminal penalty is a fine
of not more than $1,000 or Imprisonment
for not more than one year, or both, and
the civil penalty is a fine of $50. The
civil penalty shall be assessed and col-
lected in the same manner as the tax
imposed by section 1410. These penal-
ties are in lieu of any other penalties
provided by law respecting the failure to
furnish a statement or the furnishing of
a false or fraudulent statement.
SUBPART F-RETURNS, PAYUEZn OF TAX, AID

RECORDS

§406.600 Statutory Provisions; re-
turns; payment of taX; and records.

SEc. 1420. CoLLmmor; Ao AYzre or
TAXES.

(a) Administration. The taxes imposedby
this subchapter shall be collected by the
Bureau of Internal Revenue [Internal Reve-
nue Service] under the direction of the
Secretary and shall be paid into the Treas-
ury of the United States as Internal-revenue
collections.

(c) fethod of collection and payment.
Such taxes shall be collected and paid In
such manner, at such times, and under such
conditions, not inconsistent with this sub-
chapter (either by maling and filing returns,
or by stamps, coupons, tickets, books, or
other reasonable devices or methods neces-
sary or helpful in securing a complete and
proper collection and payment of the tax or
In securing proper ldbntlllcation of the tax-
payer), as may be preseribLd by the Com-
missloner, with the approval of the Secretary.

S793

(d) Fractional parts of a cent. In the pay-
ment of any tax under this subchapter a
frectional part of a cent chall be disregarded
unle= It amountz to one-half cant or more,
in which case It shall be Increas-ed to 1 cant.

Szc. 1624. 3REuzmr Am A'ovzsNry cv=s r-
7IMiTAL =nWOTYfl

If the employer Is the United States, or a
State. Territory, or political subdivislon
thereof, or the District of Columbl, or any
a.ency or instrumentality of any one or more
of the foregoing. the return of the amount
deducted and withheld upon any wages may
be made by any oMcer or employee of the
United States, or of such State, Territory, or
political aubdivision, or of the District of
Columbia, or 'of such agency or Instrumen-
tallty, as the case may be. having control of
the payment of such wagez, or appropriately
dc.sgnated for that purpose.

[Sec. 1624. as added by sec. 2 (a). Current
Tax Payment Act 1943.]

S, 3310. Prrums .irm Paizx.irr o7 nx.

(f) Discretion allOWed Comrnisfner- (1)
Rcturns and payment of tax. Notwithstand-
ing any other provision of law relating to
the filing of returns or payment of any tax
Imposed by chapter 9 * * 0 the Com-
miconer may by regulations approved by
the Secretary prescribe the period for which
the return for such tax shall be filed, the
time for the filing of such return, the time
for the payment of such tax. and the num-
ber of coples of the return required to be
filed.

(2) Uc of Government depositaries. The
Secretary may authorize Federal Reserve
bankt, and incorporated banks or trust com-
panics ,hich are depositarles or financial
agents of the United States. to receive any
tax imposed by this title, In such manner,
at such times, and under such conditions as
be may prescribe; and he shall prescribe the
manner, times, and conditions under which
the receipt of such tax by such banks and
trust companies is to be treated as payment
of such tax to the collector [district
directorl.

[Sec. 3310 (f). as added by sec. 7 (a), Pub.
Law 271 (81st Cong.), and as amended by
sec. 471 (b), Revenue Act 1951.]

Sc. 1627. (Imm LAvs APPWCA.cr
All provislons of law, Including penalties,

applicable with respect to the tax impozsd by
cecton 1400 ahall. insofar as applicable and
not inconsLtent vith the provislons of this
subchapter [subchapter D of chapter 9]. be
applicable with respect to the tax under ths
subchapter.

(Sec. 1627, as added by sec. 2 (a), Current
Tax Payment Act 1943.]

S c. 1430. Ovum mws APPmc, rx
All provislons of law including penaltlez,

applicable vith respect to any tax imposed
by section 270 or section 1800, and the pro-
vislons of section 301, shall, inzofar oz
applicable and not inconsistent with the
provisions of this subchapter, be applicable
with respect to the taxes imposed by this
subchapter.

[Sec. 1430, as amended by ccc. 903, Social
S2ecurity Act Amendments 1939.]

SEc. 2703. ReCcoas, sTAT T=, mm me-

Every person liable to any tax imposed by
this subchapter. or for the collection thereof,
shall keep such records, render under oath
such statements, mae such returns, and
comply with such rules and regulations, as
the CommLssoner, vith the approval of the
Secretary, may from time to time prescribe.

Sc 2701. Rruw s.
Every person liable for the tax

shall make * 0 0 returns under cath" * 0 to the collector [district. director]
for the district In which is located the prin-
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cipal place of business. Such returns shall
contain such information and be made at
such times and in such manner as the Com-
misdioner, with the approval of the Secre-
tary, may by regulations prescribe.

SEc. 3603. NOTICE REQUIRING RECORDS, STATE-
ZIENTS, AND SPECIAL RETURNS.

Whenever in the judgment of the Com-
missioner necessary he may require any per-
son, by notice served upon him, to make a
return, render under oath such statements,
or keep such records as the Commissioner
deems sufficient to show whether or not such
person is liable to tax.

SEC. 3632. AUTHORITY TO ADSIhisTEn OATE,
TAXE TESTIBIONY, AND CERTIFY.

(a) Internal Revenue personnel-(1) Per-
sons in charge of administration of internal
revenue laws generally. Every collector [dis-
trict director], * * * internal revenue
agent, and internal revenue officer assigned
to duty under an internal revenue agent, is
authorized to administer oaths and to take
evidence touching any part of the adminis-
tration of the internal revenue laws with
which he is charged, or where such oaths and
evidence are authorized by law or regulation
authorized by law to be taken.

(2) Persons in charge of exports and draw-
backs. Every collector [district director] of
internal revenue and every superintendent
of exports and drawbacJks is authorized to
administer such oaths and to certify to such.
papers as may be necessary under any regu-
lation prescribed under the authority of the
internal .revenue laws.

(b) Others. Any oath or affirmation re-
quired or authorized by any internal revenue
law or by any regulations made 'under au-
thority thereof may be administered by any
person authorized to administer oaths for
general purposes by the law of the United
States, or of any State, Territory, or posses-
sion of the United States, or of the District
of Columbia, wherein such oath or affirma-
tion is administered, or by any consular offi-
cer of the United States. This subsection
shall not be construed as an exclusive enu-
meration of the persons who may administer
such oaths or affirmations.

SEC. 3809. VERIFICATION OF RETURNS; PENAL-
TIES OF5 pEISLTuOy.

(a) Penalties. Any person who willfully
makes and subscribes any return, statement,
or other document, which contains or is veri-
fied by a written declaration that it is made
under the penalties of perjury, and which he
does not believe to be true and correct as to
every material matter, shall be guilty of a
felony, and, upon conviction thereof, shall be
fined not more than $2,000 or imprisoned
not more than five years, or both.

(b) Signature presumed correct. ThefIact
that an individual's name is signed to a
return, statement, or other document filed
shall be prima facie evidence for all purposes
that the return, statement, or other docu-
ment was actually signed by him.

(c) Veriflcation in lieu of oath. The
Commissioner, under regulations prescribed
by him with the approval of the Secretary,
may require that any return, statement, or
other document required to be filed under
any provision of the internal revenue laws
shall contain or be verified by a written dec-
laration that it is made under the penalties
of perjury, and such declaration shall be in
lieu of any oath otherwise required.

[Sec. 3809, as added by sec. 4 (a), Pub.
Law 271 (81st Cong.).]

SEC. 3612. RETURNS ECUTED BY COLMMS-
SIOEr OR COLLECTOR DISTRICT DIRECTOR].

(a) Authority of collector [district direc-
tor]. If any person fails to make and file a
return or list at the time prescribed by law
or by regulations made under autlority of
law, or makes, Willfully or otherwise, a false
or fraudulent return or list, the collector
Idistrict director] or deputy collector [col-

RULES AND REGULATIONS

lection officerl shall make the return or list
from his own knowledge and from such in-
formation as he can obtain through testi-
mony or otherwise.

(b) Authority of Commissioner. In any
such case the Commissioner may, from his
own knowledge and from such information
as he'can obtain through testimony or other-
wise-

(1) To make return. Make a return, or
(2) To amend collector's [district direc-

tor's] return. Amend any return made by
a collector [district director] or deputy
collector [collection officer].

(c) Legal status of returns. Any return
or list so made, and subscribed by the Com-
missioner, or by a collector [district director]
or deputy collector [collection officer] and
approved by the Commissioner, shall be
prima facie good and sufficient for all legal
purposes.

* * * * 0

SEC. 3614. EXAMINATION OF BOOES AND WIT-
N¢ESSES.

(a) To determine liability of the taxpayer.
The Commissioner, for the purpose of a;cer-
tailing the correctness of any return or for
the purpose of making a return where none
has been made, is authorized, by any officer
or employee of the Bureau of Internar Reve-
nue [Internal Revenue Servicel, including
the field service, designated by him for that
purpose, to examine any books, papers, rec-
ords, or memoranda bearing upon the
matters required to be included in the re-
turn, and may require the attendance of
the person rendering the return or of any
officer or employee of sucl person, or the
attendance of any other person having
knowledge in the premises, and may take his
testimony with reference to the matter re-
quired by law to be included in such return,
with power to administer oaths to such per-
son or persons.

SEC. 2702. PAYMENT Or TAX.
(a) Date of payment. The tax shall, with-

out assessment by the Commissioner or no-
tice from the collector [district director], be
due and payable to the collector [district
director] for the district in which is located
the principal place of business, at the time
fixed * * * for filing the return.

* * * *

§ 406.601 Returns-(a) Requzrement.
Every person shall make a return for the
first calendar quarter after December
31, 1953, within which he is required
under section 1622 to deduct and with-
hold the tax on wages, and for each
subsequent quarter (whether or not
wages are paid therein) until a final
return is filed as required by § 406.602.
Every person required to make a return
for the calendar quarter ended Decem-
ber' 31, 1953, shall make a return for
each subsequent calendar quarter
(whether or not wages are paid therein)
until a final return s filed as required
by § 406.602. Form 941 is the form pre-
scribed for making a return of the tax
required under section 1622 to be de-
ducted and withheld from wages.

(b) Distrzct director's copzes- of Forms
W-2. (1) The district director's copy
of each withholding statement on Form
W-2 required to be furmshed by the em-
ployer with respect to wages paid during
the calendar year (as well as such copy
of each corrected statement for a prior
year) shall be included with the return
filed for the fourth quarter of the calen-
dar year or with the employer's final
return if filed at an earlier date.

(2) The copies of withholding state-
ments for the current calendar year

transmitted with the return shall be ac-
companied by a list (preferably in the
form of an adding machine tape) of the
amounts of Income tax withheld shown
on such forms. If an employer's total
payroll is made up on the basis of a
number of separate units or establish-
ments, the forms may be assembled ac-
cordingly and a separate Jist or tape
submitted for each unit. In such case,
a summary list or tape should be sub-
mitted, the total of which will agree with
the corresponding entry to be made on
Form 941. Where the number of forms
is large, they may be forwarded In pack-
ages of convenient size. When this is
done, the packages should be identified
with the name of the employer and con-
secutively numbered. The number of
packages should be Indicated at the top
of Forn 941. The tax return, Form 941,
and remittance in cases of this kind
should be filed in the usual manner, ac-
companied by a brief statement that the
district director's copies of Forms W-2
are in separate packages,

(3) The district director's copies of
corrected Forms W-2 for a prior calendar
year shall be assembled separately from
the forms for the current calendar year
and shall be accompanied by a state-
ment explaining the corrections.

(c) Perzod covered by return. Except
in the case of quarterly adjustments, as
explained in § 406.701, the return on
Form 941 may not be made for more
than one calendar quarter of the year,
nor may a portion of one calendar quar-
ter be included with a portion of another
calendar quarter in a single return on
Form 941 even though the entire period
does not exceed three months.

§ 406.602 FinaZ returns. (a) The last
return on Form 941 for any employer re-
quired to deduct and withhold any tax
under sectibn 1622 who ceases to pay
wages shall be marked "Final return"
by such employer or the person filing
the return. Such final return shall
be filed with the district director on or
before the thirtieth day after the date on
which the final payment of wages Is
made for services performed for such
employer, and shall plainly show the
period covered by the return and the
date of the last payment of wages, An
employer required to make a return on
Form 941, who has only temporarily
ceased to pay wages, Including an em-
ployer engaged In *seasonal activities,
shall continue to file returns, but shall
enter on the face of any return on which
no tax is required to be reported the
date of the last payment of wages and
the date when he expects to resume
paying wages. If an employer ceases
to pay wages as defined in section 1621
(a) but continues to pay wages as defined
in section 1426 (a), no final return on
Form 941 should be filed so long as he
continues to pay such wages. However,
if an employer who has been paying re-
muneration which constitutes wages as
defined In each of such sections per-
manently ceases to pay such wages, a
final return is required of such employer.

(b) There shall be executed as a part
of each final return on Form 941 a state-
ment giving the address at which the
records required by § 406.607 will be kept,
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the name of the person keeping such rec-
ords, and, if the business has been sold
or otherwise transferred to another per-
son, the name and address of such per-
son and the date on winch the sale or
other transfer took effect. If no such
sale or transfer occurred or the employer
does not know the name of the person
to whom the business was sold or trans-
ferred, that fact should-be included in
the statement.

§ 406.603 Execution of returns-(a)
Requirement. Each return shall be
signed by the employer or other person
required to deduct and withhold the tax
and shall contain or be verified by a writ-
ten declaration that it is made under the
penalties of perjury. The return shall
be signed and verified by (1) the indi-
vidual, if the employer is an individual;
(2) the president, vice-president, or
other principal officer, if the employer is
a corporation; (3) a responsible and duly
authorized member or officer 'having
knowledge of its affairs, if the employer
is a partnersbip or other unincorporated
organization; or (4) the fiduciary, if the
employer is a trust or estate. The em-
ployer's return may be executed by an
agent in the name of the employer if an
acceptable power of attorney is filed with
the district director and if such return
-includes the wages paid to all employees
of the employer for the period covered by
the return. If the United States, a
State, Territory, Puerto Rico, or political
subdivision, or the District of Columbia,
or any agency or instrumentality of any
one or more of the foregoing, is the em-
ployer, the return may be made by the
officer or employee having control of the
payment of wages or other officer or em-
ployee appropriately designated for that
purpose.,

(b) Penalties of perjury. Section
3809 (a) provides that any person who
willfully makes and subscribes any re-
turn, statement, or other document,
winch contains or is verified by a written
declaration that it is made under the
penalties of perjury, and which he does
not believe to be true and correct as to
every material matter, shall be guilty of a
felony. The punishment for such of-
fense, upon conviction thereof, is a fine
of not more than $2,000 or imprisonment
for not more than five years, or both.

§ 406.604 Use of Prescribed forms.
(a) Copies of the prescribed return forms
will so far as possible be regularly fur-
nished employers by district directors
without application therefor. An em-
ployer will not be excused from making a
return, however, by the fact that no re-
turn form has been furnished to him.
Employers not supplied with the proper
forms should make application therefor
to the district director in ample time to
have their returns prepared, verified, and
filed with the district director on or be-
fore the due date. (See § 406.605,
relating to the place and time for filing
returns; see also § 406.602, relating to
final returns.) If the prescribed form
is not available, a statement made by the
employer disclosing the amount of tax
due may be accepted as a tentative re-
turn. If filed within the prescribed time
the statement so made will relieve the
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employer from liability for the addition
to tax imposed for the delinquent filing
of the return (see § 406.810, relating to
the addition to tax) provided that with-
out unnecessary delay such tentative re-
turn is supplemented by a return made
on the proper form.

(b) Each return, together with a copy
thereof and any supporting data, shall be
filled In and disposed of n accordance
with the instructions and regulations ap-
plicable thereto. (See § 406.605, relating
to the place and time for filing returns,
and § 406.607 (c) and (e) relating to
copies of returns, schedules, and state-
ments, and to the place and period for
keeping records.) The return shall be
carefully prepared so as fully and accu-
rately to set forth the data therein called
for. Returns which have not been so
prepared will not be accepted as meeting
the requirements of the statute. Only
one return on any one prescribed form
for a tax-retun period shall be filed by
or for an employer.

§ 406.605 Place and time for filing re-
turns. Each return on Form 941 shall
be filed with the district director for the
district in which is located the principal
place of business of the employer, or,
if the employer has no principal place
of business in an internal revenue district
of the United States, with the district
director at Baltimore, Md. Except as
provided in § 406.602, relating to final re-
turns, each return shall be filed on or be-
fore the last day of the first month fol-
lowing the period for which It is made.
However, if, and only if, the return is
accompanied by depositary receipts,
Forin 450, showing timely deposits, in
full payment of the taxes due for the en-
tire calendar quarter, the return may be
filed on or before the 10th day of the
second month following the period for
winch It is made. For the purpose of the
preceding sentence, the timeliness of the
deposit will be determined by the date of
the endorsement by a designated com-
mercial bank or by a Federal Reserve
bank made on the reverse side of Form
450. Deposit of the taxes for the last
month of the calendar quarter with a
designated commercial bank or a Federal
Reserve bank, as the case may be, may
be made on or before the last day of the
first month following the close of such
quarter. If the last day for filing any
return falls on Sunday or a legal holiday,
the return may be filed on the next fol-
lowing business day. If placed in the
mails, the return shall be posted In ample
time to reach the district director's
office, under ordinary handling of the
mails, on or before the due date. As to
additions to tax for failure to file the
return within the prescribed time, see
§ 406.810. See also section 2707, re-
lating to penalties.

§ 406.606 Payment of tax-(a) In
general. The tax required to be reported
on each return on Form 941 is due and
payable to the district director, without
assessment by the Commissioner or
notice by the district director, at the time
fixed for filing such return. For provi-
sions relating to interest, additions to
tax, and penalties, see §§ 406.809,
406.810, and 406.812 and section 2707.
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(b) Mke of Federal Reserve banks and
authorized commercial banTs in connec-
tion withs Payment of taxes--l) Re-
quirement. Except as provided In sub-
paragraph (2) of this paragraph, if
during any calendar month the aggre-
gate amount of-

(I) The employee tax withheld under
section 1401,

(i) The employer tax for such month
under section 1410, and

(III) The income tax withheld at
source on wages under section 1622,
exclusive of taxes under sections 1401 and
1410 with respect to wages of household
employees, exceeds $100 in the case of an
employer, It will be the duty of such
employer to deposit such amount within
15 days after the close of such calendar
month with a Federal Reserve bank.
The remittance of such amount shall be
accompanied by a Federal Depositary
Receipt (Form 450). Such depositary
receipt shall be prepared in accordance
with the instructions and regulations ap-
plicable thereto. The employer, at hIs
election, may forward such remittance,
together with such depositary receipt, to
a commercial bank authorized in ac-
cordance with Treasury Department
Circular No. 848 to accept remittances of
the aforementioned taxes for transmis-
slon to a Federal Reserve bank. After
the Federal Reserve bank has validated
the depositary receipt, such depositary
receipt will be returned to the employer.
Every employer making deposits pur-
suant to this paragraph shall attach to
his return for the calendar quarter with
respect to which such deposits are made,
in part or full payment of the taxes
shown thereon, depositary receipts so
validated, and shall pay to the district
director the balance, if any, of the taxes
due for such quarter.

(2) Payments for last month, of the
calendar quarter. With respect to the
taxes specified In subparagraph (1) of
this paragraph for the last month of the
calendar quarter, the employer may
either include with his return direct re-
mittance to the district director for the
amount of such taxes or attach to such
return a depositary receipt validated by
a Federal Reserve bank as provided in
subparagraph (1) of this paragraph.
Payment of the taxes required to be re-
ported on each return, in the form of
validated depositary receipts or direct re-
mittances, shall be made to the district
director at the time fixed for filing such
return. If a deposit is made for the Last
month of the quarter, the employer shall
make It In ample time (whether before,
on, or after the 15th day of the succeed-
ing month) to enable the FederalReserve
bank to return the validated receipt to
the employer so that it can be attached
to and filed with the employer's return at
the time so fixed.

(3) Procurement of Prescribed form.
Initially, Form 450, Federal Depositary
Receipt, will so far as pozsible be fur-
nished the employer by the district di-
rector. An employer not supplied with
the proper form should make application
therefor to the district director in ample
time to have such form available for use
In making his initial deposit within the



time prescribed in subparagraph (1) of
this paragraph. Thereafter a blank form
will be sent to the employer by the Fed-
eral Reserve bank when returmng the
validated depositary receipt. An em-
ployer may secure additional forms from
a Federal Reserve bank by applying
therefor and advising the bank of his
identification number. (See a 406.201

f).) The district director will assign an
identification number to each employer
who is not required either to withhold
the employee tax under section 1401 or
to pay the employer tax under section
1410. Every employer making deposits
pursuant to this paragraph shall make
such use of his identification number as
is prescribed by this paragraph and by
the instructions relating to Form 941 and
to Form 450. The employer's identifica-
tion number and name, on each deposi-
tary receipt, should be the same as they
are required to be shown on the return
to be filed with the district director. The
address of the employer, as shown on
each depositary receipt, should be the
address to which the receipt should be
returned following validation by the Fed-
eral Reserve bank.

§ 406.607 Records-(a) Records of
employers. (1) Every employer required
to deduct and withhold the tax shall
keep accurate records of all remunera-
tion paid to his employees. Such records
shall show with respect to each em-
ployee-

(i) The name and address of the em-
ployee;

(ii) To the extent material to the de-
termination of tax liability, the dates on
which the employee worked during each
calendar quarter, including the days for
which remuneration is paid or payable,
and the character of the services per-
formed;

(iii) The total amount (including any
sum withheld therefrom as tax or for
any other reason) and date of each re-
muneration payment, and the period of
services covered by such payment;

(iv) The amount of each remunera-
tion payment which constitutes wages
subject to withholding;

(v) The amount of tax withheld or
collected with respect to each remunera-
tion payment and, if collected at a time
other than the time such payment was
made, the date collected;

(vi) The withholding exemption cer-
tificates (Form W-4) filed with the em-
pioyer by the employee;

(vii) The agreements, if any, between
the employer and the employee for the
withholding of additional amounts of tax
pursuant to § 406.314;

Cviii) Copies of any statements fur;-
mshed by the employee pursuant to
§ 406.224 (c) (relating to nonresident
alien individuals who are residents of a
contiguous country)

ix) Copies of any statements fur-
nished by the employee pursuant to
§ 406.226 (a) (relating to residence or
physical presence in a foreign country)
and

(x) Copies of any statements fur-
nished by the employee pursuant to
§ 406.226 (c) (relating to citizens resi-
dent in Puerto Rico)

RULES AND REGULATIONS

The term "remuneration" as used In this
paragraph (a) includes all payments
whether in cash or in a medium other
than cash, except that the term does not
include payments in a medium other
than cash for services not in the course
of the employer's trade or business. If
the total remuneration payment (sub-
division (iii). of subparagraph (1)) and
the amount thereof which is taxable
(subdivision (iv) of subparagraph (1))
are not equal, the reason therefor shall
be made a matter of record.

(2) Accurate records of the details of
each adjustment or settlement made pur-
suant to § 406.701 shall also be kept.

(3) No particular form is prescribed
for'keeping the records requred by this
paragraph (a) Each employer shall

-use such forms and systems of account-
ing as will enable the Commissioner to
ascertain whether the taxes for which
the employer is liable are correctly com-

-puted and paid.
(b) Records of employees. While not

mandatory, it is advisable for each em-
ployee to keep permanent, accurate rec-
ords showing the name and address of
each employer for whom he performs
services as an employee, the dates of
beginning and termination of such serv-
ices, the information with respect to
himself which is required by paragraph
(a) of this section to be kept by em-
ployers, and the receipts furnished in
accordance with the provisions of
§ 406.501. (See, however, paragraph (d)
of this section, relating to records of
claimants.)

(c) Copies of returns, schedules, and
statements, Every employer who is re-
quired, by the regulations m this part
or by instructions applicable to any
form prescribed thereunder, to keep any
copy of any return, schedule, statement,
or other document, shall keep such copy
as part of his records.

(d) Records of claimants. Any person
(including an employee) claiming re-
fund, credit, or abatement of any tax,
penalty, or interest shall keep a complete
and detailed record with respect to such
tax, penalty, or interest.

(e) Place and period for keeping
records. (1) All records required by the
regulations in this part shall be kept, by
the person required to keep them, at one
or more convement and safe locations
accessible to internal revenue officers.
Such records shall at all times be open
for inspection by such officers. If the
employer has a principal place of busi-
ness in the United States, the records re-
quired by paragraphs (c) and (d) of
this section shall be kept at such place
of business.

(2) Records required by paragraphs
(a) and (c) of this section shall be main-
tamed for a period of at least four years
after the date the tax to which they re-
late becomes due, or the date the tax is
paid, whichever is the later. Records
required by paragraph (d) of this section
(including any record required by para-
graph (a) or () which relates to a
claim) shall be maintained for a period
of at least four years after the date the
claim is filed.

SUBPART -- ADJUSTMENTS, REFUNDS,
CREDITS, AND ABATZIEMNTS

§406.700 Statutory provisions; ad-
gustments.

SEC. 1627. OTHEM LAWS APPLICADL=.
All provisions of law. Including penalties,

applicable with respect to the tax Imposed
by section 1400 shall, insofar as applicable
and not inconsistent with the provisions of
this subchapter [subchaptor D of chapter 0],
be applicable with respect to the tax under
this subchapter.

[Sec. 1627, as added by sec. 2 (a), Cutent
Tax Payment Act 1943.]

SEC. 1401. DEDUCTION OF TAX TOM WAOES.

(c) Adfustments. If more or loss than the
correct amount of tax imposed by section
1400 s paid with respect to any payment of
remuneration, proper adjustments, with re-
spect both to the tax and the amount to be
deducted, shall be made, without interest,
in such manner and at such times as may
be prescribed by regulations made under this
subchapter.

[Sec. 1401 (c), as amended by oo, 602 (a)
Social Security Act Amendments 1939.1

§ 406.701 Quartcery adjustments-(a)
In general. If, for any quarter of the
calendar year, more or less than the cor-
rect amount of the tax Is withhold, or
more or less than the correct amount of
the tax is paid to the district director,
proper adjustment, without interest, may
be made in any subsequent quarter of the
same calendar year. No adjustment,
however, under the provisions of this sec-
tion shall be made in respect of an under-
payment for any quarter after receipt
from the district director of notice and
demand for payment thereof based upon
an assessment, but the amount shall be
paid in accordance with such notice and
demand; nor shall any adjustment under
the provisions of this section be made
in respect of an overpayment for any
quarter after the filing of a claim for
refund thereof. Every return on which
an adjustment for a preceding quarter
is reported must have securely attached
as a part thereof a statement explaining
the adjustment, and designating the
quarterly return period in which the
error occurred. If an adjustment of an
overcollection of tax which the employer
has repaid to an employee is reported on
a return, such statement shall include
the fact that such tax was repaid to the
employee.

(b) Less than correct amount of tax
with held. (1) If none, or less than the
correct amount, of the tax is deducted
from any wage payment and the error
is ascertained prior to the making of the
return on Form 941 for the quarter in
which such wages are paid, the employer
shall nevertheless report on such return
and pay to the district director the cor-
rect amount of the tax required to be
withheld. If the error Is not ascertained
until after the making of the return on
Form 941 for the quarter in which such
wages are paid, the undercollection may
be corrected by an adjustment on the
return for any subsequent quarter of the
same calendar year, subject, however, to
the limitations noted in paragraph (a)
of this section. The amount of any
undercollection adjusted In accordance
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with tins paragraph shall be paid to the
district director. without interest, at the
time prescribed for payment of the tax
for the quarter in which such adjustment
is made. If an adjustment is made pur-
suant to this paragraph but the amount
thereof is not paid when due, interest
thereafter accrues. See section 1420
(b)

(2) If none, or less than the correct
amount, of the tax is withheld from any
wage payment, the employer may cor-
rect the error by deducting the amount
of the undercollection fromrenimunera-
tion of the employee, if any, under his
control after he ascertains the error.
Such deduction may be made even
though the remuneration, for any reason,
does not constitute wages. The obliga-
tion of an employee to the employer with
respect to an undercollection of tax from
the employee's wages not subsequently
corrected by a deductiob made as pre-
scribed herein is a matter for settlement
between the employee and the employer.
In this -connection, see section 1622 d).
relieving the employer from liability for
the tax if the tax inposed by chapter 1 of
the Internal Revenue Code against
which the tax withheld at source is
allowable as a credit, has been paid by
the employee or other person liable
therefor.

(c) More thak correct amount of tax
withheld. (1) If, in any quarter, more
than the correct amount of tax is de-
ducted from any wage payment, the
overcollection may be repaid to the em-
ployee in any quarter of the same cal-
endar year. If the amount of the over-
collection is repaid, the employer shall
obtain and keep as part of his records
the written receipt of the employee
showing the date and amount of the
repayment.

(2) If an overcollectionin any quarter
is repaid and receipted for by the em-
ployee prior to the time the return on
Form 941 for such quarter is filed with
the district director, the amount of such
overcollection shall not be included in
the return for such quarter.

(3) Subject to the limitations pro-
vided in paragraph (a) if an overcol-
lection in any quarter is repaid and
receipted for by the employee after the
time the return on Form 941 for such
quarter is filed and the tax is paid to
the district director, the overcollection
may be corrected by an adjustment on
the.return for any subsequent quarter of
the same calendar year.

(4) Every overcollection not repaid
and receipted for by the employee as,
provided in this paragraph must be re-
ported and paid to the district director

ith the return on Form 941 for the
quarter in which the overcollection is
made.

(5) For information as to the manner
of correcting) errors in withholding
which cannot be adjusted in a return
for a subsequent quarter of the same
calendar year, employers should consult
the local district director of internal
revenue.

§ 406.702 Statutory provisions; re-
funds; credits; and abatements.

FEDERAC REGISTER

Smc. 1622. IXnco xoLur=&Ts s sounc..

(f) Refunds or credits.
(1) Employers. Where there has been an

overpayment of tax under this subchapter,
refund or credit shall be made to the em-
ployer only to the extent that the amount
of such overpayment was not deducted and
withheld under this subchnpter by the em-
ployer.

(2) Employees. For refund or credit In
cases of excessive withholding, aeo section
322 (a).

[Sec. 1622 (f), as added by cec. 2 (a),
Current Tax Payment Act 1943.]

Sac. 3770. AuronrrT o 7sssx smn =rrs,
CRHDITS, AMD ErFuNDs.

(a) To Taxpayers---(l) Assessments and
collections generally. Except as otherwico
provided by law In the case of Income, war-
profits, excess-profits, estate, and gift taxes.
the Commissioner. subject to regulatlons pre-
scribed by the Secretary, Is authorized to re-
mit, refund, and pay back all taxe3 errone-
ously or illegally assessed or collected, all
penalties collected without authority. and
all taxes that appear to be unjustly assesed
or excessive In amount, or In any manner
wrongfully collected.

(2) Assessments and collections after limi-
tation period. Any tax (or any interest,
penalty, additional amount, or addition to
such tax) assessed or paid after the expira-
tion of the period of limitation properly ap-
plicable thereto shall be considered an over-
payment and shal be credited or refunded
to the taxpayer If claim therefor Is Eiled
within the period of limitation for filing such
claim.

(4) Credit of orerpayment of one class of
tax against another class of tax due. Not-
withstanding any provision of law to the
contrary, the Commissioner may. In his dis-
cretion, in lieu of refunding an overpayment
of tax Imposed by any provision of this title,
credit such overpayment against any tax due
from the taxpayer under any other provislon
of this title.

(5) Delegation of authority to collectors
[district directors] to make refunds. The
Commissioner, with the approval of the Sec-
retary, is authorized to delegate to colle9-
tors [district directors] any authority, duty,
or function which the Commlsoner Is au-
thorized or required to exercise or perform
under paragraph (1), (2), (3), or (4) of this
subsection, or under section 322 or 1027,
where tile amount involved (exclusive of in-
terest, penalties, additions to the tax, and
additional amounts) does not exceed $10,000.

[Sec. 3770 (a) (1), as amended by Em.
508 (b), Second Revenue Act 1040; zec. 3770
(a) (4), as added by sec. 9 (a), Pub. Law 271
(81st Cong.); and 3770 (a) (5), added as
paragraph (4) by sec. 4 (c), Current Tax Pay-
ment Act 1943, and redesignated paragraph
(5) and amended by sec. 0 (a), Pub. Law
271 (81st Cong.).]

§ 406.703 Refund or credit of overpay-
ments whwh are not adjustable; abate-
ment of overassessments-(a) Who may
nake cla ns. If more than the correct
amount of tax, penalty, or interest is
paid to the district director, the person
who paid such tax, penalty, or interest
to the district director may file a claim
for refund of such overpayment or such
person may take credit for the overpay-
ment against the tax reported on any
return on Form 941 which he subse-
quently files. However refund or credit
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of the overpayment shall be made only to
the extent that the amount of the-over-
payment exceeds the tax actually with-
held, and penalty and Interest thereon.
If more than the correct amount of tax,
penalty, or interest is assessed but not
paid to the district director, the person
against whom the assessment is made
may file a claim for abatement of such
overassessment.

(b) Form of claims. Each claim for
refund or abatement under this section
shall be made on Form 843 In accordance
with the regulations In this part and the
instructions relating to such form, and
shall designate the tax-return period in
which the error was asdertaned. Copies
of Form 843 may be obtained from any
district director. If credit is taken under
this section, a claim on Form 843 i not
required, but the return on which such
credit is claimed shall have attached as a
part thereof a statement which shall con-
stitute the claim for credit, setting forth
In detail the grounds and facts relied
upon in support of the cre;lit, designating
the tax-return period In which the error
was ascertained, and showing such other
information as Is required bythe regula-
tions In this part or by the-instructions
relating to the return.

(c) Limitation on claims. No refund
or credit will be allowed after the expia-
tion of the applicable statutory period of
limitations, except upon one or more of
the grounds set forth In a claim filed
Prior to the expiration of such Period.
For provisions relating to the period of
limitation upon refunds and credits, see
§ 406.707.

d) Claims improperly made. Any
claim which does not comply with the
requirements of this section wl not be
considered for any purpose as a claim for
refund, credit, or abatement.

(e) Proof of representative capacity.
If a return Is made by an individual who
thereafter dies and a refund claim is
made by a legal representative of the de-
ceased, certified copies of the letters tes-
tamentary, letters of administration, or
other similar evidence must be annexed
to the claim, to show the authority of the
executor, administrator, or other fidu-
ciary by whom the claim s made. If an
executor, administrator, guardian,
trustee, receiver, or other fiduciary
makes a return and thereafter a refund
claim is made by the same fiduciary, dde-
umentary evidence to establish the legal
authority of the fiduciary need not ac-
company the claim, provided a statement
Is made In the chim showing that the
return was made by the fiduciary and
that the latter Is still acting. In such
cases, if a refund or interest Is to be paid,
letters testamentary, letters of adminis-
tration, or other evidence may be re-
quired, but should be submitted only
upon the receipt of a specific request
therefor. If a claim s made by a fidu-
ciary other than the one by'whom the
return was made, the necessary docu-
mentary evidence should accompany the
claim. The claim may be executed by
the agent of the person assessed, but in
such case a power of attorney must ac-
company the claim.



RULES AND REGULATIONS

§ 406.704 Statutory promsions; credit
for tax withheld.

SEC. 35. CREDIT FOR TAX WITHHELD ON WAGES.
The amount deducted and withheld as tax

under Subchapter D of Chapter 9 during any
calendar year upon the wages -of any indi-
vidual shall be allowed as a credit to the
recipient of the income against the tax im-
posed by this chapter for the taxable year
beginning in such calendar year. If more
than one taxable year begins in any such
calendar year such amount shall be allowed
as a credit against the tax for the last tax-
able year so beginning.

[See. 35, as added by sec. 172 (f) (2),
Revenue Act 1942, and as.amended by sec. 3,
Current Tax Payment Act 1943.]

SEc. 322. REFUNDs AND cEDrrs.
(a) Authorization.

(2) Zxcessive withholding. Where the
amount of the tax withheld at the source un-
der Subchapter D of Chapter 9 exceeds the
taxes imposed by this chapter against which
the tax so withheld may be credited under
section 35, the amount of such excess shall be
considered an overpayment.

[See. 322 (a) (2), as added by sec. 172 (e)
(1), Revenue Act 1942, and as amended by
see. 4 (a), Current Tax Payment Act 1943;
see. 6 (b) (9), Individual Income Tax Act
1944.]

§ 406.705 Credit for tax withheld,
credit or refund of overpayment of tax
withheld. (a) The credit 'for tax with-
held at source on wages during a calendar
year shall be allowed against the tax im-
posed by chapter 1 of the Internal Reve-
nue Code for the taxable year of the
recipient of the income which begins m
such calendar year. If such recipient
has more than one taxable year begin-
ning m such calendar year, the credit
shall be allowed against the tax for the
last taxable year so beginning.

(b) If the tax has actually been with-
held at the source, credit or refund shall
be made to the recipient of the income
even though such tax has not been paid
over to the Government by the employer.
See section 322. For the purpose of the
credit, the recipient of the income is the
person subject to tax imposed under
chapter 1 of the Internal Revenue Code
upon the wages from which the tax was
withheld. For instance, if a husband
and wife domiciled in a community prop-
erty State make separate returns, each
reporting for income tax purposes one-
half of the wages received by the hus-
band, each spouse is entitled to one-half
of the credit allowable for the tax with-
held at source with-respect to such wages.

(c) The employee from whose wages
tax has been deducted and withheld
during any calendar year shall claim
credit for the tax withheld on his return
of tax under chapter 1 of the Code for the
taxable year which begins in such calen-
dar year and shall attach to such return
the withholding statement or state-
ments on Form W-2 furnished to him
with respect to wages paid during such
calendar year. If the amount of the tax
withheld exceeds the tax under chapter 1
of the Code against which the tax so
withheld may be credited, refund or
credit of such excess will be made to the
employee in accordance with the appli-
cable provisions of the regulations prp-
scribed under chapter. 1 of the Code.

§ 406.706 Statutory provisions; pe-
rzod of limitation upon refunds and
credits.

SEC. 1636. PERIOD OF LIMITATION UPON RE-
FUNDS AND CREDITS Or CERTAIN EMPLOYMENT
TAXES.

(a) General rule. In the case of any tax
Imposed by * * subchapter D of this
chapter-

(1) Period of limitation. Unless a laini
for credit or refund is filed by the taxpayer
within three years from the time the return
was filed or within two years from the time
the tax was paid, no credit or refund shall
be allowed or made after the expiration of
whichever of such periods expires the later.
If no return is filed, then no credit or' re-
fund shall be allowed or made after two
years from the time the tax was paid, un-
less before the expiration of- such period a'
claim therefor is filed by the taxpayer.

(2) Ltmit on amount of credit or refund.
The amount of the credit or refund shall
not exceed the portion of the tax paid-

(A) If a return was fied, and the claim
was filed within three years from the time
the return was filed, during the three years
immediately preceding the filing of the
claim.

(B) If a claim was filed, and (I) no re-
turn was filed, or (11) if the claim was not
filed within three years from the time the
return was filed, during the two years Inme-
diately preceding the filing of the claim.

(C) If no claim was filed and the allow-
ance of credit or refund Is made within
three years from the time the return was
filed, during the three years immediately
preceding the allowance of the credit or
refund.

(D) If no claim was filed, and (i) no re-
turn was filed or (i) the allowance of the
credit or refund is not made within three
years from the time the return was filed,
during the two years immediately preceding
the allowance of the credit or refund.

(b) Penalties, etc. The provisions of sub-
section (a) of this section shall apply to any
penalty or sum assessed or collected with re-
spect to the tax imposed by * * * sub-
chapter D of this chapter.

(c) Date of filing return and date of pay-
ment of tax. For the purposes of this sec-
tion-

(1) If a return for any period ending with
or within a calendar year is filed before
March 15 of the succeeding calendar year,
such return shall be considered filed on
March 15 of such succeeding calendar year;
and

(2) If a tax with respect to remuneration
paid during any period ending with or within
a calendar year is paid before March 15 of
the succeeding calendar year, such tax shall
be considered paid on March 15 of such suc-
ceeding calendar year.

(d) Application of section. The provisions
of this section shall apply only to those taxes
imposed by * * * subchapter D of this
chapter, which are required to be collected
and paid by making and filing returns.

(e) Effective date. The pravisions of this
section shall not apply to any tax paid or
collected with respect to remuneration paid
during any calendar year before 1951 or to
any penalty or sum paid or collected with
respect to such tax.

[Sec. 1636, as added by sec. 207 (a), Social
Security Act Amendments 1950.]

§ 406.707 Period of limitation upon
refunds and credits-(a) In general.
Unless a claim for refund or credit of an
overpayment is filed within three years
from the time the return was filed, or
within two years from the time the tax
was paid, the Commissioner is prohib-
ited, after both periods l4ave expired,
from allowing or making a refund or

credit of such overpayment. If no re-
turn is filed, the Commissioner is pro-
hibited from allowing or making a re-
fund or credit of the overpayment after
two years from the time the tax was paid
unless before the expiration of such two-
year period a claim therefor Is filed.

(b) Limitation-on amount of re/nd
or credit. The limitation on the
amount of refund or credit shall be de-
termined In accordance with section
1636 (a) (2)

(c) Penalties. The provisions of this
section as to the tax required to be de-
ducted and withheld are also applicable
to any penalty or other sum assessed or
collected with respect to such tax.

(d) Date of filing return and payment
of tax. For the purposes of this section,
if a return for any period ending with or
wLthin a calendar year is filed before
March 15 of the succeeding calendar
year, it shall be deemed filed on March
15 of such succeeding calendar year.
Likewise, if any tax required to be do-
ducted and withheld during any.Perlod
ending with or within a ctilendar year
Is paid before March 15 of the succeeding
calendar year, such tax shall be deonied
paid on March 15 of such succeeding
calendar year.

SUBPART H-MISCELLANEOUS PROVISIONS

§ 406.800 Statutory provisions; jeop-
ardy assessment.

SEC. 1627. OTHER LAWS A*IPL7cAILR.
All provisions of law, Including penalties,

applicable with respect to the tax Imposed
by section 1400 shall, insofar as applicable
and not inconsistent with the provisions of
this subchapter [subchapter D of chapter 0],
be applicable with respect to the tax under
this subehapter.

[Sec. 1627, as added by see. 2 (a), Current
Tax Payment Act 1943.]

SEC. 3660. JEOPARDY ASSESSMENT.
(a) If the Commissioner believes that tho

collection of any tax (other than income
tax, estate tax, and gift tax) under any pro-
vision of the Internal-revenue laws will l e
jeopardized by delay, he shall, whether or nob
the time otherwise prescribed by law for
making return and paying such tax has ex-
pired, immediately assess such tax (together
with all Interest and penalties the assess-
ment of which is provided for by law). Such
tax, penalties, and interest shall thereupon
becoine immediately duo and payable, and
immediate notice and demand shall be made
by the collector [district director] for the
payment thereof. Upon failure or refusal to
pay such tax, penalty, and Interest, colleetion
thereof by distraint shall be lawful without
regard to the period prescribed In soction
3690.

(b) The collection of the whole or any parb
of the amount of such assessment may be
stayed by filing with the collector [dIstrio
director] a bond in such amount, not ex-
ceeding double the ampunt as to which the
stay is desired, and with such sureties, tn
the collector [district director] deeoms
necessary, conditioned upon the payment of
the amount collection of which is stayed, at
the time at which, but for this section, such
amount would be due.

§ 406.801 Jeopardy assessments, (a)
Whenever, in the opinion of the district
director, the collection of the tax will be
jeopardized by delay, he should assess
the tax, together with all penalties and
interest due. Upon assessment such tax,
penalty, and Interest shall become im-
mediately due and payable.

8798
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(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be stayed by filing with
the district director a bond in such
amount, not exceeding double the
amount with respect to which the stay is
desired, and with such sureties as the
district director deems necessary. Such
bond shaH be conditioned upon the pay-
ment of the amount, collection of winch
is stayed, at the time at which, but for
the jeopardy assessment, such amount
would be due. In lieu of surety or
sureties the taxpayer may deposit with
the district director negotiable bonds
or motes of the United States, or negoti-
able bonds or notes fully guaranteed by
the United States, having a par value not
less than the amount of the bond re-
quired to be furnished, together with an
agreement authorizing the district di-
rector in case of default to collect or sell
such bonds or notes so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the district director
will proceed immediately to collect the
tax, penalty, and interest by distraint
without regard to the period prescribed
in section 3690.

1 406.802 Statutory provisions; period
of limitation upon assessment and
collection.

SEC. 1635. PEIOD OF LIMITATION UPON AS-
SESSMENT AMD COLLECTION OF CERTAIN EMPLOY-
eENT TAXES.

(a) General rule. The amount of any tax
imposed by * * * subchapter D of this
chapter shall (except as otherwise provided
in the following subsections of this section)
be assessed within three years after the re-
turn- was filed, and no proceeding in court
without assessment for the collection of such
tax shall be begun after the expiration of
such period.

(b) False return or no return. In the case
of a false or fraudulent return with intent
to evade tax or of a failure to file a return,
the tax may be assessed, or a proceeding in
court for the collection of such tax may be
begun -witheut assessment, at any time.

(c) Willful attempt to evade tax. In case
of a willful attempt in any manner to defeat,
or evade- tax, the tax may be assessed, or a
proceeding n court for the collection of such
tax may be begun without assessment, at
any time.

(d) Collection after. assessment. Where
the assessment of any tax imposed by • * *
subchapter D of this chapter has been made
within the period of limitation properly ap-
plicable thereto, such tax may be collected
by distraint or by a proceeding in court,
but only if begun (1) within six years after
the assessment of the tax, or (2) prior to the
expiration of any period for collection agreed
upon in writing.by the Commissioner and
the taxpayer.

(e) Date of filing of return. -For the pur-
poses of this section, if a return for any pe-
riod ending with or within a calendar year
is filed before March 15 of the succeeding cal-
endar year, such return shall be considered
filed on. March 15 of such succeeding calen-
dar year.

(f) Application of section. The provisions
of this section shall apply only to those taxes
imposed-by * * * subchapter D of this
chapter, which are required to be collected
and paid by making and filing returns.

(g) Effective date. The provisions of this
section shall not apply to any tax imposed
with respect to remuneration paid during
any calendar year before 1951.

[Sec. 1635, as added by see. 207 (a), Social
Security Act Amendments 1950.1

No. 252-----8
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§ 406.803 Period of limiltation upon
assessment and collection. Section 1635
provides, in general, for a three-year
period of limitation on the assessment of
the tax required to be withheld. This
period of limitation is measured from the
date the return is filed, except that if a
return for any period ending with or
within a calendar year Is filed before
March 15 of the succeeding calendar
year, such return shall be deemed filed
on March 15 of such succeeding calendar
year. For example, if quarterly returns
are filed for the four quarters of 1954 on
April 30, July 31, and October 31, 1954,
and on January 31, 1955; the period of
limitation for assessment with respect to
the tax required to be reported on each
such return is measured from March 15,
1955. However, if any of such returns is
filed after March 15, 1955, the period of
limitation for assessment of the tax re-
quired to be reported on that return Is
measured from the date It is in fact filed.
Where the tax is assessed within the
statutory period of limitation, such tax
may be collected by distraint or by a
proceeding in court, if begun (a) within
six years after the assessment of the
tax, or (b) prior to the expiration of
any period for collection agreed upon
in writing by the Commissioner and the
taxpayer. In the case of a false or
fraudulent return with intent to evade
taxor of a failure to file a return, and
in the case of a willful attempt in any
manner to defeat or evade tax, the tax
required to be reported on the return
may be assessed, or a proceeding in court
for the collection of such tax may be
begun without assessment, at any time.

§ 406.804 Statutory provisions; col-
lection of tax in Puerto Rico.

Src. 3811. COLLuOcror oP TAXES n; PU=TO
rico * 0 8

(a) Puerto Rico. Notwithstanding any
other provision of law respecting taxation in
Puerto Rico, all taxes Imposed • 0 - by
subchapters 0 * 0 D of chapter 9, shall
be collected under the direction of the Secre-
tary and shall be paid nto the Treasury of
the United States as internal revenue col-
lections. All provisions of the laws of the
United States applicable to the administra-
tion, collection, and enforcement • * 0
of any tax imposed by subchapter * • 0 D
of chapter 9, shall. In respect to such tax.
extend to and be applicable in Puerto Rico
in the same manner and to the came extent
as if Puerto Rico were a State, and as If the
term "United States" when uEed In a geo-
graphical sense included Puerto Rico.

(c) Definition. As used In this rection. the
term "tax" includes any penalty with respect
to the tax, any addition to the tax, and any
additional amount with respect to the tax.
provided for by any law of the United States.

[Sec. 3811 (a). as added by sec. 203 (b),
Social Security Act Amendments 1950, and
as amended and redesignated as sub:cction
(a) by sec. 221 (1), Revenue Act 1950; and
see. 3811 (c), as added by sec. 221 (1),
Revenue Act 1950.]

§ 406.805 Collection of tax in Puerto
Rico. All provisions of the laws of the
United States relating to the adminis-
trition, collection, and enforcement
(such as the provisions relating to the
ascertainment, return, determination,
redetermination, assessment, collection,
remiion, credit, and refund) of the in-
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come tax withheld at source on wages
under section 1622 shall, in respect of
such tax, eatend to and be applicable in
Puerto Rico in the same manner and to
the same extent as if Puerto Rico were a
State, and as if the term "United States"
when used in a geographical sense in-
cluded Puerto Rico.

§ 406.806 Statutory promszons; acts to
be Performed by agents.

Szc. 1632. AcrO To =x P ozxm ax naciirs.
In -a a fiduciary, agent or other person

has the control, receipt. custody, or dispozal
of, or pays the wages of an employee or
group of employees, employed by one or
more employers, the CommL-oner, under
regulations prescribed by him with the ap-
proval of the Secretary. is authorized to dez-
Ignate such fiduciary, agent or other person
to perform such acts as are required of em-
ployers under this chapter [chapter 9 of the
Internal Revenue Code] and as the Com-
missiouer may specify. Except as may b3
otherv.ie prcscrlbed by the Commissioner
with the approval of the Secretary, all pro-
visions of law (including penalties) appU-
cable in respect of an employer shall be
applicable to a fiduciary, agent or other per-
con so de gnated but, except as co provided,
the employer for whom such fiduciary, agent
or other person acts shall remain subject to
the provisions of law (including penalties)
applicable in respect of employers.

[Sec. 1632, as added by sec. 2 (a), Current
Tax Payment Act 1943.1 "

§ 406.807 Acts to be performed b
agents. If an employer pays wages to an
employee or group of employees through
a fiduciary, agent, or other parson who
also has the control, receipt, custody, or
disposal of, or pays the wages payable
by another employer to such employee or
group of employees, the Commissioner
may, subject to such terms and condi-
tions as he deems proper, authorize such
fiduciary, agent, or other person to per-
form such acts as are required of em-
ployers under the statute and the reg-
ulations in this part. Application for
authorization to perform such acts,
signed by such fiduciary, agent, or other
person, should be filed with the Com-
mILssoner of Internal Revenue, Washing-
ton 25, D. C. If the fiduciary, agent, or
other person Is authorized by the Com-
missioner to perform such acts as are re-
quired of employers under the statute
and regulations, all provisions of law (in-
cluding penalties) and of the regulations
prescribed in pursuance of law appli-
cable in respect of an employer shall be
applicable to such fiduciary, agent, or
other person. However, each employer
for whom such fiduciary, agent, or other
person acts shall remain subject to all
provisions of law (including penalties)
and of the regulations prescribed in pur-
suance of law applicable In respect of em-
ployers. (See also § 406.310.)

§ 406.808 Statutory provisions; addf-
tions to tax for failure to pay an assess-
ment alter notice and demand.

Sc. 1420. CoLLzcTozr A=D PAY"IrT o
TAXER.

(b) Addition to tax in case of del nqUencyJ.
If the tax is not paid when due, there shall
be added as part of the tax interest (except
in the care of adjuatments made in accord-
ance with the provis7ion of sections 1401 (c)
and 1411) at the rate of 6 Per centum p=r
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annum from the date the tax became due
until paid.

SEc. 3655. NOTIcE AN DEmIAND FOR TAX.
(a) Delivery. Where it is not otherwise

-provided, the collector [district director]
shall in person or by deputy, within ten days
after receiving any list of taxes from the
Commissioner, give 'notice to each person
liable to pay any taxes stated therein, to be
left at his dwelling or usual place of business,
or to be sent by mail, stating the amount of
such taxes and demanding payment thereof.

(b) Addition to tax for nonpayment. If
such person does not pay the taxes, within
ten days after the service or the sending by
mail of such notice, it shall be the duty of
the collector [district director] or his
deputy to collect the said taxes with a
penalty of 5 per centurn additional upon the
amount of taxes, and interest at the rate of
6 per centum per annum from the date of
suclY notice to the date of payment * * *

* a * a *

§ 406.809 Interest. If the tax is not
paid to the district director when due
and is not adjusted under § 406.701, in-
terest accrues at the rate of 6 percent
per annum.

§ 406.810 Addition to tax for failure to
pay an assessment after notice and de-
mand. (a) If tax, penalty, or interest is
assessed and the entire amount thereof
is not paid within 10 days after the date
of issuance of notice and demand-for
payment thereof, based on such assess-
ment, there accrues under section 3655
(except as provided in paragraph (b) of
this section) a penalty of 5 percent of
the assessment remaining unpaid at the
expiration of such period.

(b) If, within 10 days after the date of
Issuance of notice and demand, a claim
for abatement of any amount of the as-
sessment is filed with the district di-
rector, the 5 percent penalty does not
attach with respect to such amount. If
the claim is rejected in whole or in part
and the amount rejected is not paid, the
district director shall issue notice and
demand for such amount. If payment
is not made within 10 days after the
date the district director issues the
notice and demand, the 5 percent penalty
attaches with respect to the amount
rejected. The filing of the claim does
not stay the running of interest.

§ 406.811 Statutory provisions; addi-
tions. to tax for delinquent or false re-
turns.

SEc. 3612. RERaNs ExEcUTED By cOMIS-
SIONER OR COLLECTOR [DISTRICT DIRECTOR].

(d) Additions to tax-(1) Failure to file
return. In case of any failure to maake and
file a return or list within the time pre-
scribed by law, or prescribed by the Com-
missioner or the collector [district director]
in pursuance of law, the Commissiondr shall
add to the tax 25 per centum of its amount,
except that when a return is filed after such
time and it is shown that the failure to file it
was due to a reasonable cause and not to
willful neglect, no such addition shall be
made to the tax: Provided, That in the case
of a failure to make and file a return re-
quired by law, within the time prescribed by
law or prescribed by the Commissioner In
pursuance of law, if the last date so pre-
scribed for filing the return is after August
30, 1935, then there shall be added to the tax,
in lieu of such 25 per centum: 5 per centium
if the failure is for .not more than 30 days,
with an additional 5 per centum for each

additional 30 days or fraction thereof during
which failure continues, not to exceed 25
per centur in the aggregate.

(2) Fraud. In case a false or fraudulent
return or list is willfully made, the Com-
missioner shall add to the tax 50 per centum
of its amount.

(e) Collection of additions to tez. The
amount added to any tax under paragraphs
(1) and (2) of subsection (d) shall be col-
lected at the same time and in the same
manner and as a part of the tax unless
the tax has been paid before the discovery
of the neglect, falsity, or fraud, in which
case the amount so added shall be collected
in the same manner as the tax.

* * * S S

SEc. 1631. FAiLunE or EmLOYER To FULE
ETURN.

In case of a failure to make and file any
return required under this chapter within
the time prescribed by law or prescribed by
the Commissioner in pursuance of law,-un-
less it is shown that such failure is due to
reasonable cause and not to willful neglect,
the addition to the tax or taxes required to
be shown on such return shall not be less
than $5.

[Sec. 1631, as added by sec. 2 (a), Cur-
rent Tax Payment Act 1943, and as amended
by sec. 6, Pub. Law 271 (81st Cong.); sec.
209 (d), Social Security Act Amendments
1950.]

§ 406.812 Additions to tax for delin-
quent or false returns-(a) Delinquent
returns-l) Ad valorem addition. (i)
If a person fails to make and file a
return required by the regulations in
this part within the prescribed time, a.
certain percent of the amount of the
tax is added to the tax unless the re-
turn is later filed and failure to fie the
return within the prescribed time is
shown to be due to reasonable cause and
not to willful neglect. Two classes of
delinquents are subject to this addition
to the tax:

(a) Those who do not file returns and
for whom returns are made by a district
director, a collection officer, or the Com-
missioner; and

(b) Those who file tardy returns and
are unable to show reasonable cause for
the delay.

The amount to be added to the tax is 5
percent if the failure is for not more than
30 days, with an additional 5 percent for
each additional 30 days or fraction
thereof during which failure continues,
not to exceed 25 percent in the aggregate,
subject, however, to the minimum addi-
tion to the tax set forth in subparagraph
(2) of this paragraph. In computing
the period of delinquency all Sundays
and holidays after the due date are
counted.

(ii) A person who files a tardy return
and wishes to avoid the addition to the
tax for delinquency must make an
affirmative showing of all facts alleged
as a reasonable cause for failure to file
the return on time in the form of a state-
ment which should be attached to the re-
turn as a part thereof.

(2) Minimum addition. If a person
fails to make and file a return required
by the regulations in this part within the
prescribed time, unless it is shown that
the failure is due to reasonable cause and
not to willful neglect, the addition to the
tax or taxes required to be shown on
such return shall not be less than $5.

The addition to the tax or taxes shall be
computed as provided in subparagraph
(1) of this paragraph, and if less than
$5 shall be increased to $5.

(b) False returns. If a false or
fraudulent return is willfully made, the
addition to tax under section 3012 (d)
(2) is 50 percent of the total tax duo for
the entire period involved, including any
tax previously paid.

§ 406.813 Statutory provisions; peit-
alties.

SEC. 2707. PENALTIES.
(a) Any person who willfully fails to pay,

collect, or truthfully account for and pay
over the tax $ * * or willfully attempts
in any manner to evade or defeat any such
tax or the payment thereof, shall, in addi-
tion to other penalties provided by law, be
liable to a penalty of the amount of the tax
evaded, or not paid, collected, or accoUnted
for and paid over, to be assessod and col-
lected in the same manner as taxes are as.
sessed and collected. No penalty shall be
assessed under this subsection for any offense
for which a penalty may be assessed under
authority of section 3012.

(b) Any person required under this sub-
chapter to pay any tax, or required by law
or regulations made under authority thereof
to make a return, keep any records, or sup.
ply any information, for the purposos of the
computation, assessment, or collection of any
tax imposed by this subchapter who willfully
falls to pay such tax, make such returns,
keep such records, or supply such informna-
tion, at the time or times required by law
or regulations, shall, in addition to other
penalties provided by law, be guilty of a
misdemeanor and, upon conviction thereof,
be fined not more than $10,000, or imprisoned
for not more than one year, or both, together
with the costs of prosecution.

(c) Any person required under this sub-
chapter to collect, account for and pay over
any tax imposed by this subchapter, who will-
fully fails to collect or truthfully account for
and pay over such tax, and any person who
willfully attempts in any manner to evade
or defeat any tax imposed by this subchapter
or the payment thereof, shall, in addition to
other penalties provided by law, be guilty of
a felony and, upon conviction thereof, be
fined not more than $10,000, or imprisoned
for not more than five years, or both, to-
gether with the costs of prosecution.

(d) The term "person" as used in this
section includes an offlcer or employee of a
corporation, or a member or employee of a
partnership, who as such ofllcer, employee,
or member Is under a duty to perform the
act in respect of which the violation occurs,

SEC. 3616. PENALTIES.
Whenever any person-
(a) False returns. Delivers or discloses to

the collector [district directorl or deputy
any false or fraudulent list, return, account,
or statement, with intent to defeat or evade
the valuation, enumeration, or assessment
Intended to be made; or,

(b) Neglect to obey summons. Being duly
summoned to appear to testify, or to appear
and produce books as required under section
3615, neglects to appear or to produce said
books--
he shall be fined not exceeding $1,000, or be
Imprisoned not exceeding one year, or both,
at the discretion of the court, with costs of
prosecution.

Stc. 3793. PENALTIES AND FORFETUaS,
* * * [fe S s,*

(b) Fraudulent returns, affidavits, and
claims-(1) Assistance in- preparation or
presentation. Any person who willfully aids
or assists in, or procures, counsels, or advises
the preparation or presentation under, or In
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connection with any matter arising under,
the internal revenue laws, of a false or
fraudulent return, affidavit, claim, or docu-
ment, shall (whether or not such falsity or
fraud is with the knowledge or consent of
the person- authorized or required to present
such return, affidavit, claim, or document)
be guilty of a felony, and, upon conviction
thereof, be fined not more than $10,000, or
imprisoned for not more than five years, or
both, together with the costs of prosecution.

(2) Person defined. The term "person" as
used in this subsection includes an officer
or employee of a corporation or a member or
employee of a partnership, who as such offi-
cer, employee, or member is under a duty to
-perform the act in respect of which the vio-
lation occurs.

SEC. 286. CONSPEAcY TO DEFRAUD THE cOv-
EMNLENT TH RESPECT TO CLAMM [TITLE 18,
v1TE STATES CODE].

Whoever enters into any agreement, com-
bination, or conspiracy to defraud the
United States, or any department or agency
thereof, by obtaining or aiding to obtain the
payment or allowance of any false, fictitious
or fraudulent claim, shall be fined not more
than $10,000 or imprisoned not more than
ten years, or both.

SEC. 287. FALSE, FICTITIOUS, OR FRADULENT
crAns [TTrLE is, vnrr STATES CODE].

'Whoever makes or presents to any person
or officer in-the civil, military, or naval serv-
ice of the United States, or to any depart-
inent or agency thereof, any claim upon or
against the United States, or any department
or agency thereof, knowing such claim to be
false, fictitious, or fraudulent, shall be fined
not more than $10,000 or Imprisoned not
more than five years, or both.

SEC. 1001. STATELIENTS OR ENTRIES GENES-
ALLY [TrLE 18, UNITED STATES CODE].

Whoever, in any matter within the juris-
diction of any department or agency of the
United States knowingly and wifully falsi-
fies, conceals or covers up by any trick,
scheme, or device a material fact, or makes
any false, fictitious or fraudulent statements
or representations, or makes or uses any
false writing or document knowing the same
to contain any false, fictitious or fraudulent
statement or entry, shall be fined not more
than $10,000 or imprisoned not more than
five years, or both.

Sm. 1621. PERTURY GEN;ERALLY [TITLE 18,
OITED STATES CODE].

Whoever, having taken an oath before a
competent tribunal, officer, or person, in any
case in which a law of the United States au-
thorizes an oath to be administered, that he
will testify, declare, depose, or certify truly,
or that any written testimony, declaration,
deposition, or certificate by him subscribed,
is true, willfully and contrary to such oath
states or subscribes any material matter
which.he does not believe to be true, is guilty
of perjury, and shall, except as otherwise ex-
pressly provided by law, be fined not more
than $2,000 or imprisoned not more than
five years, or both.

SmC. 1627. OTHER LAws APPLcsmx.
All provisions of law, including penalties,

applicable with respect to the tax imposed by
section 1400 shall, insofar as applicable and
not inconsistent with the provisions of this
subchapter [subchapter D of chapter 9], be
applicable with respect to the tax under this
subchapter.

[Sec. 1627, as added by sec. 2 (a), Current
Tax Payment Act 1943.]

Sm. 1429. RULEs AID REGULATiONS.
* * * The Commissioner, with the ap-

proval of the Secretary, shall make and pub-
lish rules and regulations for the enforce-
ment of this subchapter.
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Sc. 3791. RuL s Am AnmLmTo-su.
(a) Autlwrication-(l) In gencral. * •

the Commlsioner, with the approval of the
Secretary, shall prescribe and publiah all
needful rules and regulations for the en-
forcement of this title [Internal Revenue
Code].

(2) In-case of change in law. The Com-
nissioner may make all such regulations, not
otherwise provided for, us may have become
necessary by reason of any alteration of law
in relation to Internal revenue.

(b) Retroactivity of regulations or rul-
ings. The Secretary, or the Commislioner
with the approval of the Secretary. may pre-
scribe the extent, if any. to which any rul-
Ing, regulation, or Treasury Decision, relat-
lag to the Internal revenue laws, rholl be
applied without retroactive effect.

§ 406.814 Promulgation of regula-
tions. In pursuance of sections 1429,
1627, and 3791 of the Internal Revenue
Code, and other provisions of the in-
ternal revenue laws, the foregoing regu-
lations are hereby prescribed.
[F. R. Doc. 53-10736; Filed, Dec. 28, 1053;

8:45 a. n.]

TITLE 32-NATIONAL DEFENSE
Chapter VII-Department of the

Air Force
Subdiaplor F-Reserve Forces

PART 861-OrrCERcs' RESERVE

APPOINnMNT OF OFFICERS III THE flEGULAI
AIR FORCE

Sections 861.101 to 861.107 supersede
§§ 861.101 to 861.108 (15 F. R. 3483-85)

Sec.
861.101 Purpose.
861.102 Policy.
861.103 Definitions.
861.104 Responsiblity.
861.105 Testing and selection of applica-

tins.
861.106 Who may apply.
861.107 Instructions.

Aumoarry: §§861.101 to 861.107 Isued
under sec. 502. 61 Stat. 882; 10 U. S. C. 506.
Interpret or apply Bec. 506, 61 Stat. U0; 10
U. S. C. 506c.

DEmVArON: AFR 36-5.
§ 861.101 Purpose. Sections 861.101

to 861.107 establish eligibility require-
ments and procedure for application and
appointment of commissioned officers In
the Regular Air Force. It applies to all
persons desiring consideration for such
appointment except those persons apply-
mg for appointment in the Medical Serv-
ice, United States Air Force, Judge
Advocate General's Department, and
cadets and midshipmen of the United
States Military and Naval Academies
being appointed in the Regular Air Force
upon'graduation.

§ 861.102 Policy. The policy of the
Air Force is to conduct an orderly and
gradual buildup of the Regular Air
Force toward authorized strength. This
buildup will be accomplished primarily
by tendering Regular Air Force appoint-
ments annually to those non-Regular
officers who have demonstrated out-
standing officer qualities and ability In
specialties particularly suited to the Air
Force. The mission of the Air Force
dictates that a large proportion of the
appointees possess aeronautical ratings.

8S01
§ 861.103 Definitions. For the pur-

pose of §§ 861.101 to 861.107, the follow-
Ing terms will apply,

(a) Immediate superzor. The officer
to whom an applicant is immediately
responsible for the performance of his
assigned duty and who Is responsible
for the preparation of the applicant's
AF Form 77, "USAF Officer Effectiveness
Repor"

(b) Organization commander. The
commander responsible for the opera-
tion and administration of the orgam-
zation to which the applicant is actually
assigned.

(c) Test control officer. The officer
responsible for administering personnel
research-tests.

(d) Commander of major air com-
mand. The commander responsible for
the operation and administration of any
organization designated a major air
command who reports directly to the
Chief of Staff, United States Air Force,
and under whose command jurisdiction
the applicant's organization of assign-
ment falls.

§ 861.104 Responsibility. The Direc-
tor of Training, Headquarters United
States Air Force, will:

(a) Transmit testing authority and
instructions.

(b) Obtain United States Air Force
Performance Reports-Integration Form
(AF PRT 422a) fromr superior officers.

(c) -Determine the relative standing
of applicants on the basis of performance
reports, aptitude tests, and biographical
inventories.

(d) Prepare a file on applicants for
consideration by the Secretary of the
Air Force Personnel Council.

(e) Notify applicants of the final de-
cislon on their applications.

(f) Tender Regular Air Force ap-
pointments to those persons selected and
who are medically qualified for such
appointments.

§ 861.105 Testing and selection of ap-
plicants. The testing and selection of
applicants will normally be conducted
to appoint two groups of Re-lar officers
each year.

(a) Application and testing periods.
Applications may be submitted during
the periods January 1 to February 23
and July 1 to August 31 each year. Ap-
plications received by the Director of
Training, Headquarters United States
Air Force, other than during these pe-
riods will be returned without action.
Field testing will commence 30 days after
the opening date of each application
period. During testing periods, which
will be approximately 60 days in dura-
tion, each applicant will complete the
United States Air Force Officer Aptitude
Test, Biographical Inventory and com-
ply with any other pertinent instructions.

(b) Reapplicants. An applicant who
*has been rejected for Regular Air Force
appointment under §§ 861.101 to 861.107
(or previous issues thereof) may reapply
within established application periods
one year after date of previous applica-
tion provided that all eligibility reqire-
ments are met at that time. Only one
reapplication may be submitted.
Waivers of this requirement will not be
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granted. Failure to meet eligibility cri-
teria is not considered as failing to be
selected, and those previously having
been disqualified administratively, but
now eligible under §§ 861.101 to 861.107,
may reapply during any application
period.

(c) Processing and consideration.
After field action is completed, applica-
tions will be processed in Headquarters
United States Air Force. Processing
will include obtaining records required
to complete applicants' files and com-
puting applicants' composite scores
based on the results of tests and per-
formance reports. Completed files on
applicants will then be referred to the
Secretary of the Air Force Personnel
Council for final consideration. Appli-
cants will be either selected for appoint-
ment, deferred for reconsideration, or
rejected. Only those persons considered
to be best qualified will be selected. Due
consideration will be given practical ex-
perience, academic achievement, quali-
fication in a particularly desired Ar
Force Specialty, manner of performance,
and being graduated as a "distinguished
graduate" from the Air Force Reserve
Officers' Training Corps, aviation cadet
training or United States Air Force Of-
ficer Candidate School.

(d) Notification of appozntment, de-
ferral, or reiection. Applicants selected
for appointment will be recommended to
the President for nomination to and con-
firmation by the Senate. When con-
firmed, applicants will be tendered ap-
pointments in the Regular Air Force in
the grades of first or second lieutenant
in accordance with paragraph (e) of this
section. Concurrently, deferred and re-
jected applicants will be-notified of ac-
tion taken on their applications.

(e) Grade and seniority. Statutory
limitations provide that active Federal
commnissioned service performed after
December 31, 1947 only, not to exceed 5
years, will be credited for the purpose of
determining permanent grades and sen-
iority. Only that service performed in
any component of the Army or Air Force
after obtaining the age of 21 years is
creditable for this purpose. An officer
credited with less than 3 years of such
service will be appointed in the grade of
second lieutenant. Those credited with
3 or more years of such service will be
appointed in the grade of first lieutenant.
Any higher temporary grade held in the
Air Force will not be affected by accept-
ance of a Regular Air Force appointment.

(f) Delay of appointment. To pre-
vent loss of seniority among new Regular
officers and to eliminate a delay in pro-
moting Regular second lieutenants al-
ready on the promotion list, the appoint-
ment of all officers who are within 6
months of becoming eligible for appoint-
ment in the grade of first lieutenant,
Regular Air Force, at time of selection
will be deferred until the date on which
they complete 3 years of service as de-
scribed in paragraph (e) of this section.
Officers whose appointments are tempo-
rarily delayed and whose current service
statements will expire before appoint-
ment can be tendered will be permitted to
sign indefinite service statements with
the proviso that they will be released
from active duty without delay in the
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event their appointment fails to mate-
nalize for any reason and they express a
desire for release in writing.

§ 861.106 Who may apply. Any person
who meets the following eligibility re-
quirements may apply for appointment
m the Regular Air Force:

(a) Current status. At time of appli-
cation, an applicant must hold a valid
appointment as a Reserve officer of the
Air Force, and must be serving as a com-
missioned officer in the active military
service.

(b) Prior commissioned -service. At
time of application, an applicant must
have completed at least 18 months' ac-
tive Federal commissioned service within
the 3-year period immediately preceding
application. Not less than 6 months of
this service must have been spent in the
performance of duty other than as a
student, in a travel status, awaiting as-
signment, on leave, or other such duty
status. Short tours of active duty of
90 days or less may not be included in
computing service for this purpose.

(c) Age. On the opening date of
period for submission of application, an
applicant may not exceed the age of 27
years by more than the number of years,
months, and days (not to exceed 4 years,
6 months) he has served on active duty
since December 31, 1947, as a commis-
sioned officer of the Army of the United
States or the Ar Force. At the time of
appointment, -a successful applicant may
not exceed the age of 27 years by more
than the number of years, months, and
days (not to exceed 5 years) of active
Federal commissioned service performed
by him since December 31, 1947, with the
Army of the United States or the Air
Force. The above age restriction for
appointment in the Regular Air Force is
established in sec. 506, 61 Stat. 890; 10
U. S. C. 506c; therefore, waivers of the
maximum allowable age for appointment
in the Regular Air Force are precluded
by law.

d) Citizenship. An applicant must
be a citizen of the United States. An
applicant who is not a citizen by birth
must furnish a certificate by an officer,
notary public, or other person author-
ized by law to administer oaths, giving
the following information:

X certify that I have this date seen the
original certificate of Citizenship Number
---- (or certified copy of court order estab-
lishing citizenship) stating that

(Full
was admitted to United States

name)
Citizenship by the ------------- Court of

-.- -.- -.. on
(District or County) (State) (Date)
The rollowing person was named In the cer-
tificate as a minor child:--------------

(Full name)
age -------

Norz: Facsimiles or copies, photographic or
otherwise, will not be made of naturaliza-
tion certificates under any circumstances.
Act 25 June 1948 (62 Stat. 767; 18 U. S. C.
1426 (h)) provides that whoever, without
lawful authority, prints, photographs, makes
or executes any print or impression in the
likeness of a certificate of arrival, declara-
tion of intention to become a citizen, or cer-
tificate of naturalization or citizenship, or
any part thereof, shall be fined not more
than $5,OO or imprisoned not more than
five years, or both.

(e) Education. At time of applica-
tion, an applicant must have satisfac-
torily completed, or have been granted
credit for, a minimum of 60 semester-
hours (or 90 quarter-hours) toward a
baccalaureate degree from a nationally
or regionally accredited college or uni-
versity or have successfully completed
the General Educational Development
Test (College Level), administered by the
United States Armed Forces Institute,
Although not required, a baccalaureate
degree is desirable, particularly in the
fields of engineering, the basic sciences,
or management and Its related fields.

(1) Applicants whose credits are from
other than a nationally or regionally ac-
credited institution will be considered as
meeting the educational requirements
upon presentation of evidence that their
credits are acceptable for admission In
at least full junior standing to a na-
tionally or regionally accredited college
or university.

(2) The passing scores for the Gen-
eral Educational Development Test
(College Level) for the purpose of
§§ 861.101 to 861.107 only, are:
(1) Test I -------------------------- 6 1
(1i) Test Ii ----------------------- ' 0
(III) Test III ---------------------- 72
(iv) Test IV -------------------- o

(f) Medical. An applicant must be
medically qualified for appointment in
the Regular Air Force. Standard Form
88, "Report of Medical Examination,"
and Standard Form 89, "Report of
Medical History," will not be submitted
with application. Those applicants se-
lected for Regular appointment will be
asked to undergo a medical examination
prior to being tendered appointments.

(g) Dependents. Male applicants are
not restricted with regard to dependents.
However, a female applicant who has any
legal or other responsibility for the cus-
tody, control, care, maintenance, or sup-
port of a dependent under 18 years of
age may not be appointed a Regular Air
Force officer. A woman having a step-
child or foster child under 18 years of
age and such child Is within her house-
hold for a period of more than 30 days
each year or who otherwise stands in re-
lationship of parent to such child may
not be appointed.

§ 861.107 Instructions-a) Applicant.
Any person who is eligible under
§ 861.106, may be considered for Regular
appointment by complying with these
instructions. Failure to comply With
subparagraph (1) of this paragraph in
all respects will preclude an applicant
from being considered for appointment.

(1) Submitting application. Proper
application must be submitted during
the periods indicated in § 861.105 (a)
to the applicant's immediate superior.
A proper application consits of the fol-
lowing documents:

(I) AF Form 17, "Application for
Commission in the United States Air
Force" completed in duplicate.

(it) Originals or photostatic copies of
properly authenticated transcripts of all
college credits or the military test report
from United States Air Force Institute
indicating scores attained in the General
Educational Development Test (College
Level) An applicant reapplying, who
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has submitted transcripts or a General
Educational Development Test report
with a previous application under
§§ 861.101 to 861.107, may attach a state-
ment to that effect giving date of previous
appliQation.

(iii) One copy of DD Form 98, '"Loyalty
Certificate for Personnel of the Armed
Forces" and one copy of DD Form 98a,
"Consolidated List of Organizations Des-
ignated by the Attorney General on
October 30, 1950, pursuant to Executive
Order 9835."

(iv) Certificate from an officer veri-
fying citizenship by naturalization as re-
quired by § 861.106 (d) if applicable.

(2) Completing AF Form 17. For the
purpose of §§ 861.101 to 861.107, instruc-
tions on AF Form 17, August 23, 1949,
are revised and supplemented as follows:

(i) Item 11, section I. Below the
heading "Other Schools," enter all mili-
tary schools attended by the applicant
and indicate the period of attendance,
title of course, whether successfully com-
pleted, and final grade or class stand-
ing if known.

(ii) Item 17 section I. Enter all sup-
plementary schooling completed by the
applicant or in process such as exten-
sion or correspondence courses, examma-
tions for credit, or home study without
supervision and indicate type of study.
titles of courses, and credit granted or
expected to be granted.

(iii) Item-11, section II. If the appli-
cant holds an aeronautical rating, indi-
cate whether currently or flying status.
If the applicant holds an aeronautical
rating and is not on flying status, give,
reasons therefor.

(iv) Item 12, section If. Enter names
and other required information of all
immediate superior officers under whom
the applicant has served directly as a
commissioned officer for periods of 90
days or more during the 3-year period
immediately preceding application, ex-
cept the immediate superior to whom
application-is submitted.

v) Item 13, section I1. Enter names
and other required information of su-
perior officers (other than those listed
in item 12) who have either exercised
supervision over the applicant or have
closely observed the applicant in the
performance of duty for a period of 90
or more days during the 3-year period
immediately preceding application.

(3) Servzce statement. The service
statement of the person to include date
of expiration will be indicated in para-
graph 14, section II, of AF-Form 17,
dated August 23, 1949, or the remarks
paragraph of AF Form 17, dated Sep-
tember 1, 1952. Persons who submit
valid applications and are subsequently
relieved from active duty will be consid-
ered for Regular commissions. Appli-
cants in this category who are selected
will be tendered appointments provided
that they are medically qualified and do
not exceed the maximum statutory age
for initial appointment as specified in
§ 861.106 (c)

(4) Change' of address. The military
address furnished on the AF Form 17
will be used for the purpose of contact-
ing an applicant with regard to his ap-
plication" The- applicant will give
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immediate notice to the Director of
Training, Headquarters United States
Air Force. Attention: Personnel Pro-
curement Division, Washington 25, D. C..
of any change of address, permanent or
temporary (if for 15 days or more) be-
tween submission of application and
notification of final action. If such a
change of address occurs prior to com-
pletion of field testing, notification will
be made by electrical means.

(5) Reporting for testing. An appli-
cant will report for testing at the desig-
nated time and place or make prior
arrangements satisfactory to the appro-
prate base commander. Applicants who
have been scheduled for testing and who
proceed on temporary duty, permanent
change of station, or leave prior to being
tested, will report to the nearest base
with testing facilities to be scheduled
for testing. To be tested, such appli-
cants must present copy of letter from
Headquarters United States Air Force
acknowledging receipt of application and
containing authority (or being tested to
any commander of a base where testing
facilities are available.

(6) Replying to communications.
Applicants who do not promptly reply
to and/or comply with all communica-
tions and instructions regarding their
applications and testing will be consid-
ered as being no longer interested in a
Regular commission and their applica-
tions may be abandoned by Headquar-
ters United States Air Force.

(7) Comprising test questions. Ap-
plicants are directed not to discuss the
contents of the United States Air Force
Officer Aptitude Test after its comple-
tion. Since officers are selected for Reg-
ular appointments on a competitive
basis, any applicants who have advance
information concerning test questions
will be at a decided advantage over all
other applicants.

(8) Distingutshld graduates of Air
Force Reserve Ofblcers' Training Corps,
Amation Cadet Training, or United
States Air Force Officcr Candidate
SchooL An applicant who has been des-
ignated a "distinguished graduate"
should attach a copy or the letter of des-
ignation to his application to insure that
special consideration Is given for such
achievement

(b) Immediate superior. The Imme-
diate superior will review the applica-
tion for completeness and correctness
"and forward the application within 3
working days of receipt to the applicant's
organization commander. The forward-
ing indorsement will contain a statement
regarding the applicant's suitability for
appointment in the Regular Air Force.
The officer evaluation report referred to
on AF Form 17 will not be prepared by
the immediate superior at time applica-
tion is indorsed to the organization com-
mander.

(c) Organization commander After
receipt of the application, the organiza-
tion commander will:

(1) Determine if applicant meets the
eligibility requirements for applying, and
if application has been supported with
the necessary documents. Sections
861.106 and 861.107 (a) (1) will be used
as a checklist for this purpose.
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(2) Re2turn Incomplete applicat!ons by
indorzement directly to the applicant
with reasons therefor. Information
copies of all indorsements returnin ap-
plications will be furnished the Director
of Training, Headquarters United States
Air Force, Attention: Personnel Procure-
ment Division, Washington 25, D. C.

(3) Indorse complete applications with
a statement to the effect that the ap-
plicant's records have bean examinsd
carefully, the applicant is eligible under
§§ 861.101 to 861.107, the application is
complete, and nothing was found in the
applicant's file of a sufficient derogatory
nature to preclude further consideration
of the application.

(4) Furnish sufficient explanation of
the circumstances In the event of deroga-
tory information or questionable findings.

(5) Indorse completed applications
direct to the Director of Training., Head-
quarter. United States Air Force, Atten-
tion: Personnel Procurement Division,
Washington 25, D. C. Applications from
organiztlons located overseas will be
forwarded by airmail

(6) Advise the Director of Training,
Headquarters United States Air Force,
Attention: Personnel Procurement Divi-
slon, Washington 25, D. C., if, between
date of application and final action by
Headquarters United States Air Force,
any matter comes to his attention with
regard to an applicant under his com-
mand which would materially affect
(favorably or unfavorably) the appli-
cant's qualifications for Regular Air
Force appointment. Such communica-
tdons will be classified appropnately.

(7) Upon receipt of notification of
testing appointment for any member of
his organization, Issue necessary instruc-
tions directing travel where necessary
and specifying- time and place applicant
must report for testing. If the applicant
will not be available at the specified time,
advise the base commander responsible
for testing that It is not feasible for ap-
plicant to report and request that
another date and/or testing point be
designated.

(M) Commander of masor azr com-
mand. The commander of each major
air command will monitor and coordinate
the testing of applicants by base com-
manders and determine the appropriate
base for testing.

(1) Testing authority. Authority to
test applicants will be forwarded by the
Director of Training, Headquarters
United States Air Force, directly to the
commander of the major air command
or on occasion directly to the appropri-
ate base commanders. Persons will be
tested only upon receipt of this specific
authority or upon presentation by appli-
cants of ackmowledgement letters from
Headquarters United States Air Force
indicating receipt of their applications.
Testing authority will be transmitted
either by letter or electrical communica-
tion. Upon receipt of testing authority,
the commander of the major air com-
mand will relay instructions for testing
to his base commanders for completion
of testing.

(2) Inability to accomplish testing.
Upon notification by a base commander
that testing cannot be accomplished,
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the commander of the major air com-
mand will take the following action by
electrical means:

(i) If testing cannot be accomplished
because applicant is located in an area
normally serviced by another base but
still under the jurisdiction of the same
major air command, testing authority
will be transferred to the appropriate
base. This authority may be delegated
to base commanders for automatic
implementation.

(ii) If the applicant is located out-
side the geographical jurisdiction of the
major air command, testing authority
will be transferred to the appropriate
major air command for actioir. Infor-
mation copies of all communications
either written or electrical transferring
testing authority between major air
commands will be furnished to the Di-
rector of Training, Headquarters United
States Air Force, Attention: Personnel
Procurement Division, Washington 25,
D.C.

(Iii) If a base commander is unable
to accomplish testing for reasons other
than the applicant's absence from the
base area, the commander of the major
air command will. make every effort to
resolve the problem and arrange for test-
ing. If a solution does not appear fea-
sible, the commander of the major air
command will promptly advise the Direc-
tor of Training, Headquarters United
States Air Force, Attention: Personnel
Procurement Division, Washington 25,
D. C., with a brief statement of the cir-
cumstances.

(e) Base commander Immediately
upon receipt of testing authority from
Headquarters United States Air Force
or a major air command, or upon pres-
entation by an applicant of a letter from
Headquarters United States Air Force
acknowledging receipt of his application,
base commanders will make arrange-
ments to test applicants. Applicants will
be scheduled for testing during one of
the testing periods set forth in § 861.105
(a) Priority will be given to appli-
cants who may be under orders for
change of station or who are not in the
active military service. In conjunction
with their notifications, applicants will
be advised regarding any documents or
records which they may be required to
furnish for completion of their applica-
tion. In order to test applicants, base
commanders will:

(1) Request organization commanders
of applicants on active duty to issue
necessary instructions, directing travel
where necessary, and specifying the time
and place of testing.

(2) Furnish written notification to
applicants who are not in the active mili-
tary service, specifying the time and
place for testing and informing them
that cost of travel, quarters, and sub-
sistence will be at no expense to the
Government. Every effort will be made
to schedule such applicants at times con-
vement to them.

(3) Give applicants upon arrival for
testing a brief orientation to consist of:

(i) A brief welcome, an explanation of
how applicants will be scheduled and
rules of the testing center, including a

description of messing, billeting, and
other facilities.

(ii) Direction not to discuss test ques-
tions with any other applicants for the
reason stated in § 861.107 (a) (7)

(4) If the responsible test control offi-
cer is an applicant for a Regular Air
Force commission, appoint a Regular Air
Force officer to administer the test to the
test control officer.

[SEAL] K. E. THiEBAUD,
Colonel, U S. Air Force,

Air Adjutant General.
[F. R. Doc. 53-10734; FUled, Dec. 28, 1953;

8:45 a. in.]

PART 861-OFcIcEas' RESERVE
SHORT AND SPECIAL TOURS OF ACTIVE DUTY

1. Sections 861.1151 to 861.1166 super-
sede § 861.1151 to 861.1177 (16 P R.
165-167; 32 CFR 861.1i51-861.1177)

SHORT AND SPECIAL TOURS OF ACTIVE DUTY
Sec.
861.1151
861.1152
861.1153
861.1154
861.1155
861.1156
861.1157

861.1158
861.1159
861.1160
861.1161
861.1162
861.1163
861.1164
861.1165

861.1166

Purpose.
Policy.
Definitions.
Duration of tours.
Place of duty.
Eligibility for training.
Employees of the United States

Government or District of Co-
lumbia.

Application.
Medical examination.
Waivers of medical defects.
Reservists medically disqualified.
Travel.
Leave.
Supply.
Special tours for medical and

dental officers.
Letter of application and medical

certificate forms.

AUTHOR: §§ 861.1151 to 861.1166 issued
under R. S. 161; sec. 202, 61 Stat. 500 as
amended; 5 U. S. C. 22, 171a. Interpret or
apply sees. 32, 41 Stat. '776 as amended; 35
Stat. 780, 40 Stat. 72 as amended; 10 U. S. C.
361, 369, 371, 371b, 422, 426, 427.

DEmVATION: APR 35-76.

§ 861.1151 Purpose. Sections 861.1151
to 861.1166 establish the qualifications of
officers (other than general officers) and
airmen of the Air Force Reserve who may
be ordered to short or special tours of
active duty for the purpose of indivdual
training, training with units, attendance
at schools, or for the convenience of the
Government. Sections 861.1151 to 861.-
1166 also set forth the procedure whereby
doctors of medicine and dentistry who
are Air Force Reserve Forces officers may
be ordered to special tours of active duty
to fill vancancies in Air Force base med-
ical activities in the immediate vicinity
of their residences.

§ 861.1152 Policy. To accrue maxi-
mum benefit to the Air Force Reserve,
eligible individuals may be authorized
active duty for training purposes as out-
lined in §§ 861.1151 to 861.1166.

§ 861.1153 Definitions. For the pur-
pose of §§ 861.1151 to 861.1f66 the fol-
lowing definitions will apply*

(a) Short tour A tour of active duty
for training for the purpose of main-
taining individual or unit proficiency.

(b) Special tour A tour of active
duty for training for the convenience of
the Government for which the Reservist
must have volunteered. Special tours
of active duty for Reserve program pro-
jects must be for the accomplishment of
projects relating solely to the Reserve
programs and must benefit the Air Force
Reserve. Requests for approval of such
tours must be justified In detail to Head-
quarters United States Air Force. These
tours will be granted only If the duties to
be performed are beyond the normal
responsibility of the Regular Air Force
to the Air Force Reserve. Special tours
of active duty training may be author-
ized for but not limited to the following
purposes:

(1) Advance party support for tho
operation of unit active duty training
bases when the units concerned train
at bases other than their home bases,

(2) Air Force Reserve members of
local committees on Air Force Reserve
policy may be ordered to special tours
of active duty for the purpose of attend-
ing committee meetings, by the Conti-
nental Air Command without prior ap-
proval of Headquarters United States Air
Force.

(c) Tour for school training. A tour
of active duty for training to attend ac-
credited service schools conducted by the
Air University, the Air Training Com-
mand, and joint service schools.

§ 861.1154 Duration of tours-(a)
Short tours. Short tours will be of 15
consecutive days' duration, Including
traveltime. A Reservist may not receive
more than one short tour of active duty
in any fiscal year.

(b) Special tours. Special tours may
not be of more than 90 days' duration,
including traveltime. A Reservist may
not serve on special tours more than a
total of 90 days In any fiscal year. These
tours will be approved only by Headquar-
ters United'States Air Force and must be
justified as specified In § 861.1153 (b)

(C) Attendance at schools. Normally,
Reservists will be ordered to tours for
school training for a period not to ex-
ceed 90 consecutive days, Including
traveltime. However, because of travel-
time Involved and variance In the dura-
tion of courses, Reservists may bo
authorized active duty of sufficient dura-
tion, including traveltime, to complete
the courses they are selected to attend,

(d) Active duty training without pay.
Active duty training without pay Is not
authorized.

§ 861.1155 Place of duty. All Reserv-
ists ordered to short or special tours of
active duty will perform the duty at the
place to which assigned, unless other-
wise ordered.

§ 861.1156 Eligibility for training-
(a) Reservists assigned to program ele-
ments in Training Categories A, B and
C. Reservists assigned to program ele-
ments in Training Categories A, B, and C
(see H8 861.1 to 861.13) are authorized a
15-day short tour annually.

(b) Reservists assigned to program
elements in Training Category D. Re-
servists assigned to program elements In
,Training Category D (see § 861.1 to 801.

8804



Tuesday, December 29, 1953

13) are eligible for 15-day short tours,
contingent upon the availability of funds.
When funds are made available, such
persons will be given priority for short
tours in the order of their awarded
Availability Classification Codes. Those
persons most readily available for active
military service will be given the higher
priority

(c) Ineligible reservists. The follow-
mg members of the Air Force Reserve
are ineligible for 15-day short tours,
special tours, or tours for school tram-
rag, except those Reservists listed in sub-
paragraph (1) of this paragraph who
are eligible for special tours and tours
for school traning.

(1) Nonaffiliated Reservists of the
Ready and Standby Reserve (Training
Category F)

(2) Ineligible Reservists of the Ready
and Standby Reserve (Training Cate-
gory G)

(3) Reservists on the Inactive-Status
idst of-the Standby Reserve.

(4) Reservists who are drawing a pen-
sion, disability allowance, disability com-
pensation, retired pay, or retirement pay,
and who have not waived such entitle-
ments. (Such a waiver will be executed
in accordance with § 861.1158 (a) (4)

(5) Reservists retired without pay.
(6) Officers of the Air Force Reserve

currently serving in warrant or enlisted
status in the Air Force.

(7) Reservists whose appointment or
enlistment will expire prior to the com-
pletion of a tour of duty.

§ 861.1157 Employees of the United
States Government or District of Colum-
bza. (a) A Reservist who is a full-time
employee of the Federal Government will
not be ordered to active duty training to
perform duties in the same position he
occupies as a civilian employee.

(b) Members of the Air Force Reserve
who are granted annual leave upon ex-
piration of* the 15 days' military leave
which is authorized by law, for the pur-
.pose of performing further military duty,
are entitled to receive the compensation
of their civilian position for the period of
such annual leave in addition to the pay
and allowances authorized for the mili-
tary duty without regard to dual com-
pensation laws.

§ 861.1158 AppZicati on--:(a) Short
tours or tours for school training. Each
Reservist desiring a 15-day short tour
or a tour for school training will submit
a letter application, in duplicate, using
§ 861.1166 (a) as a guide. The appli-
cation must be complete to include med-
ical examination in accordance with
§-861.1159, if required, and will be sub-
mitted to the unit of assignment in suffi-
cient time to insure its receipt not later
than 30 days prior to the expected ef-
fective date of active duty.

(1) Reservists assigned to mobiliza-
tion positions. Reservists assigned in
a mobilization assignment or mobiliza-
tion designation will forward their ap-
plications to the activity to which they
are assigned,

(2) Reservzsts assigned to ready re-
serve units. Reservists assigned to Air
Force Reserve combat, combat support,
or flying training wings are not required
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to submit short tour applications for
wing encampments. Applications for
individual short tours or tours for school
training will be submitted through the
unit of assignment.

(3) Reservists assigncd to Air Force
Reserve specialist training or Volunteer
Air Reserve training units. Reservists
assigned to Air Force Reserve specialist
training or Volunteer Air Reserve train-
mg units will submit applications
through channels to the appropriate
Continental Air Command numbered
air force headquarters.

(4) Resermsts who are drawing pen-
stons, disability allowance, etc. Re-
servists who are drawing pensions, dis-
ability allowance, disability compensa-
tion, retired pay, or retirement pay
must waive such entitlements prior to
entry on active duty.

(b) Speczal tours. Justification for
special tours will be forwarded by the
unit concerned, through channels, to
Headquarters United States Air Force as
prescribed in § 861.1153 (b) Applica-
tion of the person concerned will. be
included.

§ 861.1159 Medical examlnatlon-Ca)
Medical requirements. All applicants
for active duty must be medically quall-
fled for active military service and must
meet the appropriate medical require-
ments. Rated personnel on flying status
will receive a medical examination for
fying. Other personnel will receive the
standard medical examination, if re-
quired.

(b) For tours not in excess of 30 days.
Reservists selected for tours of active
duty for periods not in excess of 30 days
will be ordered to active duty without
prior medical examination, except as
provided m paragraph (d) of this
section.

(c) For tours in excess of 30 days.
Reservists applying for tours of active
duty for periods in excess of 30 days will
be required to undergo a medical exam-
ination without expense to the Govern-
ment for travel or pay. Medical
examinations accomplished not more
than 90 days and normally not less than
45 days prior to the expected date of
entry on active duty are acceptable.
Examinations may be performed at the
military installations nearest the Re-
servist's place of residence having the
medical facilities to accomplish such
examinations.

(d) Action to be tahen upon reporting.
Upon reporting, for active duty, each
Reservist, if he considers himself qual-
fled for full military duty, will execute,
in duplicate a certificate as shown in
§ 861.1166 (b) (1) If he does not con-
sider himself so qualified and, therefore,
cannot conscientiously execute the cer-
tificate, he will be ordered by the com-
mander of the base at which the training
is to be accomplished to submit to a
medical examination. In any event. if a
Reservist, upon reporting for active duty,
possesses an obvious physical disability,
is ill, has been injured in any way since
last taldng a medical examination, or Is
drawing a pension, disability allowance,
or disability compensation, he must sub-
mit to a medical examination.

Ce) Action to be ta7: en upon relief.
Upon relief from active duty, each R-
rervist will execute a certificate as shown
in § G61.1166 (b) (2). However, if the
Reservist believes that his physical con-
dition has materially changed durin his
active duty tour or if he is suffering from
any disability or defect trat was not
present at the beginning of his tour, he
will be ordered by the commander of his
training base to submit to a medical
ex.mination. If this examination is
made, particular attention will be given
to recording the defects or conditions
which have arisen during his tour of duty
as they may form the basis of a clam
against the Government.
(f) Inapplicable portions of standard

medical examination. Wherever fea-
sible, the complete standard medical ex-
amination will be accomplished. The
following portions may be omitted when
not clinically indicated: Serology, chest
X-ray, electrocardiogram, audiogram,
microscopic urinalysis, lens correction,
and pelvic examination for female per-
sonneL

(g) Injury, disease, death, or hospital-
ization. Appropriate Air Force regula-
tions will apply in the event of injury,
disease, death, or hospitalization.

§ 861.1160 Waivers of medical de-
fects--(a) Authority to approve. Com-
mander. are authorized to approve
waivers of medical defects if a Reservist
is found to be below the prescribed med-
ical standards for general service, as out-
lined in applicable regulations. Due
consideration will be given to granting
waivers for medical defects which, in the
opinion of the reviewing authority -

(1) Are static in nature.
(2) Are not subject to complication or

aggravation by reason of military duty.
(3) Will not interfere with the satis-

factory performance of full mlitry
duty.

(4) Will not involve hospitalization
and/or time lost from duty.

(5) For rated personnel, will not, in
any way, compromise performance of
unlimited flying duty, flying safety, or
the person's own well-being.
(b) Personnel presenting questionable

delects. In the event a person prezents
a defect which, In the opinion of the re-
viewing authority, Is questionable in na-
ture with regard to criteria outlined in
paragraph Ca) of this section. the caze
may be forwarded to the next higher
headquarters for action.

§ 861.1161 Reserists medically dia-
qualifled-(a) Relief from active duzy
when medically disqualified. Reservists
on active duty who undergo a medical
examination and who are found mei-
cally disqualified will be relieved from.
active duty by the commander of the
base where the medical examination is
taken, If waiver of medical defect is not
approved by the reviewing authority.
Notice to this effect will be furnihed the
commander who ordered the Reservist
to active duty.

(b) Administrative action required .
Upon receipt of notice of medical dis-
qualification, the command of assgn-
ment will determine whether the person
desires placement in the Ineligible Re-
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serve Section or m the Retired Reserve,
as appropriate, under §§ 861.1 to 861.13.
If the person is ineligible for or does not
desire placement in the Ineligible Re-
serve Section or in the Retired Reserve,
separation action will be taken.

§ 861.1162 Travel-(a) Less than 90
days. For active duty tours of less than
90 consecutive days, travel by military
conveyance, commercial transportation,
or privately owned conveyance is author-
ized. When travel is performed by mili-
tary or commercial transportation, the
active duty and traveltime allowable will
be computed on the basis of the time
actually and necessarily consumed in
traveling. If travel is performed by
privately owned conveyance, the travel-
time and the active duty time allowable
will be the constructive traveltime of
commercial transportation over the
shortest usually traveled route. Mode
of travel may be directed, however, if
privately owned conveyance is used in
place of available military transporta-
tion or in place of a directed mode of
transportation, the traveltime and the
active duty time allowable will not exceed
the constructive traveltime of such avail-
able or directed mode of transportation.

(b) More than 90 days. For tours for
school training only, travel by military
conveyance, commercial transportation,
or privately owned conveyance is author-
ized for active duty tours of 90 or more
consecutive days. When travel is per-
formed by military or commercial trans-
portation, the active duty time and
traveltime allowable will be computed
on the basis of the time actually and
necessarily consumed in traveling.
When travel is performed by privately
owned conveyance, the active duty time
and the travel time allowable will be
computed on the basis of 1 day for each
300 miles traveled. One day of travel-
time will also be allowed for each frac-
tion of 300 miles in excess of 150 miles.

(c) Distance. The distance traveled
will be computed on the basis of the
shortest usually traveled route as pre-
scribed by current directives. Travel
allowances will be as prescribed in cur-
rent directives.

§ 861.1163 Leave. Reservists ordered
to active duty for 30 days or more are
authorized leave as indicated in current
directives. Orders for active duty train-
ing will not prescribe that leave be taken
within the tour of duty. Instructions
issued to Reservists who are ordered to
active duty training for 30 days or more
will include information regarding cash
settlement for unused leave credit at the
termination of the tour.

§ 861.1164 Supply. Necessary cloth-
ing and individual equipment for en-
listed Reservists will be furished as pre-
scribed in current directives.

§ 861.1165 Special tours of active
duty for medical and dental officers-(a)
Intermittent service. Where the vacan-
cy and need exist, arrangements may be
made at base level for intermittent serv-
ice, for example, on a certain day or on
certain days of each week, such arrange-
ments being adaptable to the require-
ments of the individual's civilian prac-
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tice as well as the requirements of the
Air Force.

(b) Eligibility. All Air National
Guard of the United States medical and
dental officers and Air Force Reserve
medical and dental officers of the Ready
and Standby Reserve assigned to pro-
gram elements of Traimng Categories A
through F are eligible for consideration
for participation in this program. Those
persons desiring to participate in this
program who are not so commissioned
may apply for appointment as a Reserve
officer of- the Air Force under existing
regulations.

(c) Grade. Officers selected for duty
under this section will be ordered to duty
in the grade in which currently com-
missioned in the Air Force Reserve or the
Air National Guard of the United States.

(d) Limitations-(1) Existing vacan-
cies. An officer will be placed on active
duty under this section only to fill an
actual requirement within the total med-
ical or dental authorizations for the
medical activity concerned.

(2) Length of tours. An individual
tour of duty will not exceed 29 consecu-
tive days in any instance. The cumu-
lative total will not exceed 90 days in any
one fiscal year.

(3) Travel. Travel allowances will be
authorized as prescribed by current df-
rectives. Reimbursement for transporta-
tion of dependents and movement of
household goods is not authorized. Mile-
age allowances will not be paid to medical
officers who live in the same city or sur-
rounding community in which the air in-
stallation is located.

(4) Leave. Individuals ordered to ac-
tive duty under this section will not be
granted leave or paid compensation In
lieu thereof.

(e) Application procedure. (1) Inter-
ested Air Force Reserve medical or dental
officers will submit typed letter applica-
tions, in duplicate (using § 861.1166 (a)
as a guide) requesting duty to the com-
mander of the Air Force base at which
the duty is desired. The actual dates the
applicant will be available for duty will
be indicated in the remarks section. The
commander of the base will determine
the need for the Reservist's services and
indorse the application for approval to
the commander of the active establish-
ment organization maintaining the Re-
servist's field personnel records or return
the application to the individual, as
appropriate.

(2) Interested Air National Guard of
the United States medical and dental
officers will submit typed letter applica-
tions, in duplicate (using § 861.1166 (a)
as a guide) indicating in the remarks
section, the actual dates the applicant
will be available for duty. The applica-
tion will be submitted through the Air
National Guard organization of assign-
ment to the commander of the Air Force
base at which the duty is desired. The
base commander will determine the need
for the individual's services and forward
the application to the appropriate State
Adjutant General, or return it through
channels to the individual, as appropri-
ate. (All references in §§ 861.1151 to
861.1166 to the State Adjutant General
apply equally to the Adjutant General of

the several Territories and the Com-
manding General of the District of Co-
lumbia.) The State Adjutant General
will verify the applicant's status and re-
turn the application to the base com-
mander Indicating his approval or
disapproval.

f) Medical qualifications. Medical
qualification will be determined under
§ 861.1159.

(g) Issuance of orders. (1) Orders
for special tours of active duty may be
issued by the commander of the base at
which duty Is desired, provided that such
orders have been authorized by the com-
mander of the active establishment or-
ganization required to maintain the
applicant's field personnel records.

(2) Officers of the Air National Guard
of the United States participating in
this program will be ordered to active
duty by the commander of the base at
which. duty Is desired upon receipt of
the approved application from the ap-
propriate State Adjutant General.

§ 861.1166 Letter of application andc
medical certificate Iorms-(a) Applica-
tion for active duty.

(Grade) (Name) (AFSN)
(Street Address)
(City and State)
(Date)

Subject: Short Tour of Active Duty.
To: (Appropriate Command).

1. Request that I be placed on active duty,
effective -------- for the purpose of train-
ing/school training.*

2. The following information is furnished
to assist you In processing this application:

a. Name, grade and AFSN.
b. Permanent residence address.
c. Current home address or mailing address

(if different from li above).
d. Aeronautical rating.
e. Flying status.
f. Service for longevity (to closest number

of years).
g. Race.
h. Primary AFSC: --------. Additional

A"SC's: ---------
1. Date of last period of extended active

duty, active duty training, or school train-
Ing *" --------. Authority for the active
duty* ---------

J. Current Reserve assignment: ........
per ---------

k. I (am) (am not) * drawing a pension,
disability allowance, disability compensation,
retired pay, or retirement pay from the
United States Government.

1. Remarks: --------------------------

(Signature)
• Strike out words not applicable.
** Whichever Is the later.

(b) Medical certiflcates-(1) Medlical
certificate No. 1.

(Date)
I certify that I now consider myself sound

and well and physically qualified for military
dudty; that I was considered physically quali-
fled for military service at the time of ac-
complishment of my last physical examina-
tion on or about --------------- at ......

(Date)
---------- , and that to the best of my

(Place)
knowledge and belief, I do not have any
physical defects or conditions, except as
noted below, which would preclude the per-
formance of full military duty.

(Signed) -------------------
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(2) Medical certificate No. 2.

(Date)
I certify that during the peridd of active

duty training from --------------- to
--------- there has been no change in my
physical condition and that I am not suf-
fering any disability, defect, or illness which
was not present at the beginning of the tour
of duty.

(Signed)

2. Skctions 861.1201 to 861.1210, Fly-
ing Training in Grade, are revoked.

(Rt. S. 161; sec. 202, 61 Stat. 500 as amended;
5 U. S. C. 22, 171a.)

[SEAL] . E. THIEBAUD,
Colonel, U. S. Air Force,

Air Adjutant General.

IF. P. Doc. 53-10733; Filed, Dec. 28, 1953;
8:45 a. m.]

PART 864--ENLISTED RESERVE

CROSS REFERENCE: For regulations ap-
plicable to airmen of the Air Force Re-
serve with respect to short or special
tours of active duty for the purpose of
individual training with units, attend-
ance at school, or for the convenience of
the Government, see §§ 861.1151 to
861.1166 of this chapter, supra.

TITLE 46-SHIPPING
Chapter If-Federal Maritime Board,

Maritime Administration, Depart-
ment of Commerce

MIScELLANEOUs AmENDMENTS TO
CHAPTER

The following amendments are made
to Chapter II, of Title 46:

Subchapter B--Regulations Affecting Alaritime
Carriers and Related Activities

PART 222-STATE mT AND AGREEMENTS
REQUIRED TO BE FILED

1. General Order 9 (Q 222.1, 2 F. R.
1240) is amended by striking out the
word "Commission" wherever it appears
thereil, and by inserting in lieu thereof
'ederal Maritime Board and Maritime
Administrator, Department of Com-
merce"

2. United States Shipping Board Or-
der, September 1, 1927 (§§ 222.11 to
222.16, inclusive) is amended-

a. By striking out "U. S. Maritime
Commision" wherever it appears
therein, and inserting in lieu thereof
"Federal Maritime Board"

b. By striking out "Division of Regu-
lations" and inserting in -lieu thereof
"Regulation Office"

c. By striking out "Commission's"
wherever it appears therein, and insert-
ing in lieu thereof "Board's" and

c. By striking out "Commission"
wherever it appears therein, and insert-
Ing in lieu thereof "Board"

FEDERAL REGISTER

PART 226-PmE Tt= Aim DEmunnAcm
CHARGES ON IMPORT PROPERTY APPIr-
CABLE TO ALL COMTON CARRIERS BY
WATER

1. General Order 69, as amended by
Amendment 1 (§ 226.1 (b) (d), and (e)
14 F. R. 2044, 13 P R. 6538) is amended
by strikingout "Commission" wherever
it appears therein, and inserting in lieu
thereof "Board"

PART 231-PUBLICATION, PxSTInG AND FIL-
ING OF FREIGHT AND PASSENGER RATES,
FARES, AND CHARGES

1. Tariff Circular 3, February 17, 1948
(§§ 231.0 to 231.23; 13 F. R. 709, Is
amended:

a. By striking out, wherever it occurs
therein, "Commission" and inserting In
lieu thereof "Board"

b. By striking out, wherever they occur
therein, the terms "United States Mart-
time Commission" and "U. S. Maritime
Commission" and inserting in lieu
thereof "Federal Maritime Board"

c. By striking out "United States Marl-
time Comision's" wherever It occurs
therein, and inserting in lieu thereof
"Federal Maritime Board's"

d. By striking out the term "USMC"
wherever it'occurs therein, and inserting
in lieu thereof the term "FMB" and

e. By striking out "Division of Regula-
tion" and inserting in lieu thereof
"Regulation Office"

PART 235-ScHEDuLEs or Coa.or CAR-
RIERS BY WATER nI FOREIGN CO6.miERCE

1. Order 128, Department of Com-
merce, July 12, 1935 (§ 235.1) is
amended by striking out "Commission"
wherever it appears, and inserting In lieu
thereof "Federal Maritime Board"

PART 237-REPAIRS TO VESSELS UzDr

BAREBOAT CHARTER
1. General Order 51 (§1 237.1 to 237.3;

7 P R. 910) is amended by striking out
"Commission" wherever It appears
therein, and inserting in lieu thereof
',.Maritime Administration"

PART 243-CoL mnCi FORWARDMG OF
CERTAIN EXPORTS roa FoRIGN RELIEF
AND REHABILITATION

1. General Order 70, as amended by
Amendment 2 (§§ 243.1 to 243.3; 15 P. R.
2877, 14 P R. 2854) is amended by
striking out "Commission" wherever It
appears, and inserting in lieu thereof
"Maritime Administration" and by
striking out "Maritime Commission"
wherever It appears therein, and insert-
ing in lieu thereof "Maritime Adminis-
tration"

PART 244---BusinEss PRAcTicES OF
FREIGHT FORWARDERS

1. General Order 72 (§ 244.2 to
244.14, 15 F. . 3153) is amended by
striking out "Commission" wherever it
appears therein, and inserting in lieu
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thereof "Federal Maritime Board"- and
by striking out "Form MC-21" and in-
sertinZ In lieu thereof "Form 011-211"

PART 246-ForuLA FOR DETERZIIN-NG SEA
SPEED OF VESSELS

1. General Order 43 Revised (§§ 246.1
to 246.8; 7 F R. 3579) is amended by
striking out "U. S. Maritime Commis-
slo" in § 246.5 and insertin- in lieu
thereof "Maritime Administration, De-
partment of Commerce"

Subchaptor C- egufatlons Affecting Subsidized
Vessals and Operators

PART 262-MmurnI-WACE, MiizuTm-
MUNING, AND REASONABLE WORKING
CONDITIONS

1. General Order 15 §§ 262.11, 26212,
262.21 (b) and 262.22 (b) 2 P. R. 2627)
Is amended by striking out "Commis-
slon" wherever It occurs therein, and
inserting in lieu thereof "Board"

2. General Order 32 (§§ 262.101 to 262.-
109; 5 P. R. 2229) is amendedby striking
out "United States Maritime Commis-
slon" and inserting in lieu thereof "Fed-
eral Maritime Board"' by striking out
"Commission" wherever It occurs there-
in, and inserting in lieu thereof "Board"'
and by striking out In § 262.103 the words
"Director of the Division of Maritime
Personnel" and the remainder of the sec-
tion, and by inserting in lieu thereof
"the Board will provide for an investiga-
tion of the views of all parties whose
interests appear affected by the petition
and for a report thereof to the Board"-
and by striking out in § 262105 the term
"Division of Maritime Personnel" and
Inserting in lieu thereof "Hearn Exam-
iners' Office"

PART 275--OoITrNG MATEILIUS AND
EQUIPMENT FOR CONsTuRC 'Or-DIr-
FEM TXAL SUBSIDY VESSELS

1. General Order 37 (§§ 275.1 to 275.4;
6 P. R. 283) is amended by striking out,
wherever they occur in §§ 275.1 and
275.2, the terms "Commission'" and
"Maritime Commission" and inserting
In lieu thereof "Federal Maritime
Board"' and by striking out, wherever
they ocur in § 275.3, the terms "Mar-
time Commison" and "Commission"
and inserting in lieu thereof "Maritime
Administration"

PAnT 276- ConsTRUcTIoN-DIrT~m.-TAL
SUBsIDY REPAYMNT WHILE VESSELS
NOT OPEnATED IN ForEIGN TRADz

1. General Order 50 (§§ 2761 and
276.2; 7 P 1. 588) is amended by strik-
ing out "Commison" wherever it oc-
curs therein, and inserting in lieu thereof
"Maritime Administration"
(Sec. 204. 49 Stat. 1987, as amended; 46
U. S. C. 1114)

Effective date. This order shall be
effective on the date of publication in the
FEMAL REGISML.
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By order of the Federal Maritime
Board.

[SEAL] A. J. WILLIAMS,
Secretary.

Louis S. RoTHsCEHLD,
Maritime Administrator

DECEMBER 22, 1953.

IF. R. Doec. 53-10778; Filed, Dec. 28, 1953;
8:49 a. in.]

Subchapler C-Regulations Affecting Subsidized
Vessels and Operators

[Gen. Order 22, Revised, Amdt. 11

PART 282-U"NOpm SYSTEM OF ACcoUNTS
FOR OPERATING-DIFFERENTIAL SUBSIDY
CONTRACTORS

GENERAL ORDER OF MARITIME ADMINISTRATOR
It is hereby ordered, that the "proviso

clause" appearing in and at the end of
paragraph (a) Uniform system of ac-
counts for operating-differential subsidy
contractors of § 282.00 General order of
Maritime Administrator (General Order
22, Revised) published in the FEDERAL
REGISTER (15 F R. 7935) is amended to
read as follows: "Provided, however
That, Supplement No. 1 to General Order
No. 22 adopted by the United States
Maritime Commission on the eighth day
of February 1940, as amended, 'Prescrib-
Ing Accointing Procedure and Method
of Applying Credits in Transactions un-
der section 510 of the Merchant Marine
Act, 1936, as amended' originally pub-
lished In the. FEDERAL REGISTER (5 F R.
647) shall xemain in full force and
effect."
(See. 204, 49 Stat. 1987, as amended; 46
U. S. C. 1114)

Dated: December 21, 1953.
[SEAL] Louis S. RoTHscmILD,

'Maritime Administrator
[. n. Doc. 53-10773; Filed, Dec. 28, 1953;

8:48 a. in.]

[Gen. Order 22, Supp. 1, Amdt. 1]

PART 282-UNIFORMI SYSTEM OF ACCOUNTS
FOR OPERATING-DIFFERENTIAL SUBSIDY
CONTRACTORS

GENERAL ORDER OF MARITIME ADMINISTRATOR

It is hereby ordered, that item 2 of
Supplement 1 to General Order 22 org-
inally published in the FEDERAL REGISTER
(5 F R. 647) and which presently ap-
pears in a note to paragraph (a) of
§ 282.00 General order of Maritime Ad-
ministrator (46 C. F R. 282.00) be de-
leted in its entirety and that a new item
2 be inserted in lieu thereof to read as
follows:

2. Upon delivery of the "new vessel" to the
contractor, the gross cost of such "new ves-
sel" to the contractor, including the price
fixed by the purchase contract, plus all in-
terest charged the contractor on advances
made by the Administration to the builder
during the construction period, and any other
charges properly capitalizable in accordance
with sound accounting practices and prin-

ciples, shall -be recorded In Account 331-
Floating Eqizpmnt-Vessets, without any
deduction for the credit- allowed by the Ad-
mAnistration for the "obsolete vessel" This
gross acquisition cost, together with the cost
of subsequent betterments, shall be deprebi-
ated on the basis of a twenty (20) year
economic-life expectancy, except that with
respect to a wholly or partially reconstructed
or reconditioned vessel the life expectancy of
which has been determined to be otherwise
Jointly, by the Secretary of the Treasury
and the Administration, depreciation shall be
computed on the life expectancy so deter-
mined all In accordance with General Order
No. 24, Second Revision, as amended (Part
284 of this chapter).
(See. 204, 49 Stat. 1987, as amended; 46

U. S. C. 1114)

Dated: December 21, 1953.
[SEAL] LouIs S. ROTHSCHILD,

Maritime Administrator

[F. R. Doe. 53-10774; Filed, Dec. 28, 1953;
8:48 a. in.]

[Gen. Order 24, 2d Rev., Amdt 1]

PART 284-VALUATION OF VESSELS FOR DE-
TERMINING CAPITAL EMPLOYED AND NET
EARNINGS -UNDER OPERATING-DIFFEREN-
TIAL SUBSIDY AGREEMENTS

BASIS OF VALUATION
It is hereby ordered, that paragraph

(f) Adjustments for depreciation of
§ 284.2 Basis of valuation of this part
(Gen. Order 24, 2d Rev.) published in
the FEDERAL REGISTER (14 F R. 7589) be
deleted. in its entirety and that a new
paragraph (f) be inserted in lieu thereof
to read as follows:

(f) Adjustments for depreciation. (1)
Adjustments shall be made for depreci-
ation on the basis.of a twenty year eco-
nomic life of the vessel computed from,
the date of final delivery upon comple-
tion of the vessel by the shipbuilder to the
first owner thereof, except that with re-
spect to a -wholly or partially recon-
structed or reconditioned vessel the life
expectancy of which has been determined
to be otherwise 3omtly by the Secretary
of the Treasury and the Administration,
depreciation shall be computed on the life
expectancy so determined, and after de-
ducting from the cost of acquisition of
the residual value of such vessel, which
residual value shall be deemed to be 2Y2
percent of the original construction cost
(meaning the full domestic construction
cost insofar as vessels constructed under
Title V or Title VII of the Merchant Ma-
rine Act, 1936, are concerned) Provided,
however That the residual value shall in
no event exceed the cost of acquisition
to the operator, determined as herein set
-orth: And provided further That the
residual values of "war-built vessels" ac-
quired from the Commission by purchase
under section 4 or exchange under sec-
tion 8 of the Merchant Ship Sales Act
of 1946 or with respectto which the prior
sales -price is adjusted pursuant to sec-
tion 9 of that act shall be deemed to be
22 percent of the pre-war domestic cost
thereof, as established by the Commis-
sion under the Merchant Ship Sales Act

of 1946 and published In the FEDrRALA
REGISTER.

(2) Vessel depreciation shall be writ-
ten off proportionately for the period be-
tween the date of acquisition with re-
spect to which the cost of acquisition is
determined pursuant to the provisions of
this part and the date when the vessel
becomes twenty years of age, except that
with respect to a wholly or partially re-
constructed or reconditioned vessel the
life expectancy of which has been de-
termined to be otherwise jointly by the
Secretary of the Treasury and the Ad-
ministration, depreciation shall be
computed on the life expectancy so de-
termined. In the case of a vessel the
price of which Is adjusted under Section
9 of the Merchant Ship Sales Act of
1946, the date of acquisition shall for the
purpose of this paragraph be March 8,
1946, if the vessel was acquired by the
operator on or before that date or the
date of the oilginal delivery of the ves-
sel to the operator If contracted for prior
to but delivered after March 8, 1940.
The actual net cost of capitalizable bet-
terments, reconstruction, or recondition-
ing shallabe depreciated proportionate-
ly during the period between the end of
the month -during which such better-
ments, reconstruction, or reconditioning
was completed and the end of the eco-
nomic life of the vdssel.
(Sec. 204, 49 Stat. 1087, as amended; 40

U. S. C. 1114)

Dated: December 21, 1953.
[SEAL] Louis S. ROTHSOCILD,

Maritime Administrator

[F. R. Doe. 53-10775; Filed, Dec. 28, 1953;
8:48 a. m.l

[Gen. Order 31, Amdt. 1]
PART 286-ESTABLISHMENT AND MAINTE-

NANCE OF THE STATUTORY CAPITAL AND
SPECIAL RESERVE FUNDS AND FOR "TiE
DETERMINATION OF "CAPITAL NECESSAR-
ILY EMPLOYED IN THE BUSINESS" AND
"NET EARNINGS"

NET EARNINGS

It is hereby ordered, that subpara-
graph (2) of paragraph (a) of § 280.3
Net earnings (General Order 31) pub-
lished in the FEDERAL REGISTER (5 F R.
2352) be deleted In Its entirety and that
a new subparagraph (2) be inserted In
lieu thereof to read as follows:

(2) Insofar as vessels are concerned,
depreciation shall be computed In ac-
cordance with General Order 24, 2d
Revision, as amended, and on the basis
of the value at which the vessels are
included in "capital necessarily em-
ployed"
(Sec. 204, 40 Stat. 1987, as amonded; 40
U. S. C. 1114)

Dated: December 21, 1953.
[SEAL] Louis S. ROTHSCHILD,

Maritime Administrator

[F. R. Doe. 53-10776; Filed, Doe. 20, 1053;
8:48 a. in.]
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[Gen. Order 71, Amdt. 2]

PART 291-DEFINiox OF CAPITAL NECES-
SARILY EMPLOYED IN THE BUSINESS
DEFINITION OF CAPITAL NECESSARILY

EMULOYED IN THE BUSnTESS

It is hereby ordered, that subpara-
graph (3) Deprecuition of paragraph (a)
Ship equities of § 291.5 Definition of cap-
ital necessarily employed zn the bust-
ness, published in the FEDERAL REGISTER
(14 F R. 7936) be deleted in its entirety
and that a new subparagraph (3)
Depreciation be inserted in lieu thereof
to read as follows:

(3) Deprectation. From the amount
determined pursuant to subparagraph
(1) of this paragraph there shall be de-
ducted depreciation accrued for the
period beginning with the date of acqui-
sition of the vessel by the contractor and

FEDERAL REGISTER

terminating with the beginning of the
accounting period, computed on the
basis of a 20-year useful life from the
date of the delivery of the veel by the
shipyard, or that portion of a 20-year
useful life which remains unexpired as
of the date of acquisition by the con-
tractor, and from the amount deter-
mined pursuant to subparagraph (2) of
this paragraph there shrill be deducted
depreciation computed on the basis of
that portion of a 20-year useful life of
the vessel which remains unexpired at
the end of the month during which the
capitalizable Items are completed, ex-
cept that with respect to a wholly or par-
tially reconstructed or reconditioned
vessel the life expectancy of which has
been determined to be otherwise jointly
by the Secretary of the Treasury and the
Administration, depreciation of amounts
determined pursuant to subparagraphs

ss9

(1) and (2) of this paragraph shall be
computed on the life expectancy so de-
termined. Such depreciation with re-
spect to capital expenditures shall not be
deducted in determinin- "capital n~ces-
sarly employed in the businesI for the
accounting period In which falls the date
of completion, but depreciation from the
end of such month of completion to the
beginning of the next accounting pariod
shall be taken into account for the pur-
poses of such succeeding accounting u-
tiod and all subsequent accounting
periods thereafter.
(S c. C07. 49 Stat. 2025, as amended; 46
U. S. C. 1117)

Dated: December 21, 1953.
[s1=L Louis S. Romsdn=ra,

Maritime Admznzstrator.
IP. R. Dzc. 53-10T7: Filed, Dcc. 28, 1933;

8:49 a. m-I

DEPARTMENT OF THE TREASURY
Internal Revenue Service

[26 CFR Parts 81, 86 1
ESTATE AND GIFT TAXES

NOTICE OE PROPOSED RULE IAHING

Proposed amendment of Regulations
105 and Regulations 108 to conform to
section 210 of the Technical Changes
Act of 1953, 83d Congress, 1st Session.

Notice is hereby given, pursuant to
the Administrative Procedure Act, ap-
proved June 11, 1946, that the regula-
tions set forth in tentative form below
are proposed to be prescribed by the
Commissioner of Internal Revenue,
with the approval of the Secretary of
the Treasury. Prior to the final adop-
tion of such regulations, consideration
will be given to any data, views, or argu-
ments pertaining thereto which are sub-
mitted in writing in duplicate to the
Commsioner of Internal Revenue,
Washington 2'5, D. C., within the period
of 30 days from the dateof publication
of this notice in the FEDERAL REGISTER.
The proposed regulations are to be is-
sued under the authority contained in
section 210 of the Technical Changes
Act of 1953 (67 Stat. 624) and sections
1029 and 3791 of the Internal Revenue
Code (53 Stat. 157, 467, 26"U. S. C. 1029,
3791)

[sEAL] T. CoLEmu; ANDREws,
Commzsszoner of Internal Revenue.

[Regulations 105 and 108]

PART 81-EsTATE TAX UNDER CHAPTER 3
OF 'THE INTERNAL REVENUE CODE, AS
AIENDED

PART 86--iFT TAX UNDER CHAPTER 4 or
THE- INTERNAL REVENUE CODE, AS
ASIENDED

In order to conform certain provi-
sions of Regulations 105 (26 CFR, Part
81) relating to estate tax and Regula-
tions 108 (26 CFR, Part 86) relating to
gift tax to section 210 of the Technical

Changes Act of 1953, such re,-ulatlons
are amended as follows:

PARAGRAPH 1. Section 81.24 (a) (3) as
proposed to be amended by notice of
proposed rule making published August
5,1953 (18 F. R. 4599), is further amend-
ed by adding at the end thereof the
following:

Notwithstanding any other provision
of law or of this section, property sub-
ject to a power described in § 81.47a (h)
shall be considered as property with re-
spect to which the decedent has a gen-
eral power of appointment created after
October 21, 1942, exercisable by deed or
will, to the extent It was treated as an
interest passing to the decedent as a sur-
viving spouse and not passing to any
other person for purposes of section 812
(e) under the rules prescribed in § 81.47
(h) and section 210 of the Technical
Changes Act of 1953.

An interest in property will not be ro
considered unless an election by the de-
cedent as a survlving-spouse was filed
in the manner prescribed In § 81.47a (h).
Upon the filing of such an election, the
periods of limitation provided in chap-
ter 3 of the Internal Revenue Code on
the making of an assessment and begin-
ning of distraint or proceeding in court
for collection shall, with respect to any
deficiency and interest thereon result-
ing from such election, include one year
immediately following the date such
election is filed, and such assessment
and collection may be made notwith-
standing any provision of law or rule of
law winch would otherwise prevent such
assessment and collection.

PAR. 2. There is Inserted Immediately
before § 81.47a the following:

Src. 210. MfJnrTAL DEDUCrou X: C'TmiI
CASES WHERE DECEDENT Dm E.FOnE A'SiL 3,
2948 (TECHNICAL CHANGES ACT OF 1053)

(a) In general. In the cae of an Intere;t
in property passing by will from the decedent,
if the surviving spouse is entitled for life to
all the income from such property, payable
annually or at more frequent intervals, v:ith
power In the surviving spouse to uco and

consume such portion of the property --
the survlving spou= may need Or dsire for
her (or his) comfortable support and main-
tenace. and with no power in any person
other than the surviving spouze to appoint
any part of such pronerty, then-

(1) The interest co paz g shall, for the
purpse of subparag;raph (A) of section 812
(0) (1) of the Internal Revenue Code, be
considered a- paz1g to the surviving spoue;
and

(2) No part of the Intrest co pas-Ing rhall.
for the purposes of subparagraph (B) (1) of
sectlon 012 (o) (1) or the Internal Revenue
Code, be con-sdered --- p ng to any p=--=
other than the surviving spouse.

Nothing in this sucbction shall be construed
to permit the came itam to be twice
deducted.

(b) Election. The provh1n of -u:ec-
tlon (a) shall apply only if the surviving
spauae fle an election under this sectlon
with the S:cretary vthin one year after the
date or the enactment or this Act under such
reZulations as the Secretary shall prezcribe.
If such election I- co filed, the property zub-
Jcct to such p3wer shal, noith.tanding
any other provicion of law. be considered for
purpos3 of chaptr 3 and 4 of the Internal
Revenue Code a property az to which the
survlving pouse had a general poaer of an-
pointiment exercisable by deed or will. If
the surviving spouse has made an election
purmant to this section. the periods of limi-
tation provided in chaptea 3 and 4 of the
Internal Revenue Code on the ma-Ing of an.
asessment and the beginning of dis-traint
or a prcccedin in court for collectlon sa,
with respect to any defciency and interest
thereon resulting from such election, Include
one year Immediately following the date sc12
election is fled, and such azesment and
collection may be made notvithtanding any
proviaon of law or any rule of law h h
otherwIse would prevent such az..essent and
collection.

(c) Interest. No inte nt shal he alloed
or paid on any overpayment resulting from
the application of this section.

(d) Effcctirc date. This cectlon shal
apply only with rL-pet to e-tates of dece-
dents dylng after December 31. 1947, and
on or before the date of the ennctment of
the Revenue Act of 1948. If refund or credit
of any overpayment rcsulting from the ap-
plication of subszectlons (a) and (b) is pre-
vented on the date of the enactment of this
Act, or within one year from such date, by
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PROPOSED RULE MAKING

the dperation of any law or rule of law (other
than section 3760 of the Internal Revenue
Code, relating to closing agreements, and
other than section 3761 of such code, relat-
ing to compromises), refund or credit of such
overpayment may, nevertheless, be made or
allowed if claim therefor is filed within one
year from the date of the enactment of this
Act.

PAR. 3. Section 81.47a, as proposed to
be amended by notice of proposed rule
making published August 5, 1953 (18
F R. 4599) is further amended as
follows:

(A) By striking "(g)" in item (2), of
the second paragraph of (a) and substi-
tuting "(h)" in lieu thereof.

(B) By substituting a comma in lieu
of the word '!And" in the second sentence
of paragraph (b) (2) ad by striking
the period at the end of such sentence
and adding thereto the following: ", and
in the case of certain interests passing by
will (whether or not in trust) from de-
cedents dying after December 31, 1947,
and on or before April 2,1948."

(C) By substituting for the words "and
(d)" in the third sentence of paragraph
(b) (2) the following: " (d) and (h)"

(D) By substituting for -the words
"and (d)" in the first sentence of the
second paragraph of (b) (2) the follow-
ing: ", (d) and (h)"

(E) By inserting at the end thereof
the following:

(h) Certain interests passing by will
from decedents dying alter December 31,
1947 and on or before April 2, 1948-
(1) In general. Under the provisions of
section 210 of the Technical Changes Act
of 1953, property interests (whether or
not in trust) which passed by will from
decedents dying after December 31, 1947,
and on or before April 2, 1948, shall, if
the following conditions are met, be
considered for the purposes of section
812 (e) (1) (A) as having passed from
the decedent to the surviving spouse and
will not be considered for the purposes
of section 812 (e) (1) (B) as having
passed from the decedent to" any person
other than the surviving spouse:

(i) The surviving spouse must be en-
titled for life to all the income from the
property-

(ii) Such income must be payable an-
nually or at more frequent intervals;

(iii) The surviving spouse must have
the power to use and consume such por-
tion of the property as she (or he) may
need or desire for her (or his) comfort,
support, and maintenance (or a broader
power to use and consume)

(iv) The property must not be subject
to a power in any other person to appoint
any part thereof to any person other
than the surviving spouse; and

(v) The surviving spouse must file an
irrevocable election in the manner pre-
scribed in subparagraph (2) of-this para-
graph.

The interest considered as passing to the
surviving spouse under this paragraph
shall be the value of the entire property
to which the above conditions apply.
However, amounts deducted under this
paragraph may not be twice deducted
from the decedent's gross estate. See
§ 81.47b (g) The rules prescribed in
§ 81.47a (c) (in the case of a trust with
a power of appointment in the surviving
spouse) for determining whether the
surviving spouse is entitled for life to all
the income from such property, payable
annually or at more frequent intervals,
shall be applicable in determining
whether interests specified in this para-
graph meet conditions (i) and (ii) enu-
merated above.

(2) Election-(i) In general. The
provisions of subparagraph (1) of this
paragraph shall apply only if the sur-
viving spouse files an election in ac-
cordance with the following require-
meits: The election shall be in the form
of a written statement, in duplicate,
addressed to the district director in
whose office the decedent's estate tax re-
turn was filed, and signed by the surviv-
ing spouse. It shall state the name of
the decedent, the name and address of
the surviving spouse, and shall contain a
statement that such spouse elects to have
the provisions of section 210 of the Tech-
nical Changes Act of 1953 apply. The
statement'shall specify and describe the
property or interests included in the
decedent's estate tax return to which
the provisions of this paragraph are
applicable. Such election must be placed
in the mail at such a time that it would
normally be received' by the district
director on or before August 15, 1954.

(ii) Effect of election. The exercise
of the election referred to herein shall
cause the property subject thereto to be
treated as property as to which the sur-
viving spouse had a general power of
appointment exercisable by deed or will
created on the date of death of the de-
cedent. It may also operate to extend
the periods of limitation for making an
assessment and collecting any deficiency
and interest resulting from the election.
See § 81.24 (a) (3) and § 86.2 (b) (3) of
this chapter.

(3) Retroactive operation. Where re-
fund or credit of any overpayment re-
sulting from the application of section
210 is prevented on August 15, 1953, or
within one year from such date, by the
operation of any law or rule- of law (in-
cluding a judicial determination bt not
including section 3760, relating to clos-
ing agreements, and not including sec-
tion 3761, relating to compromises) re-
fund or credit of such overpayment may,
nevertheless, be made or allowed if claim
therefor is filed on or before August 15,
1954. No interest shall be allowed or paid
on any overpayment resulting from the
application of section 210.

PAR. 4. Section 81.47b Is amended as
follows:

(A) By substituting "(g)" for "(f)" in
both the third and fourth sentences of
paragraph (a)

(B) By Inserting In paragraph (W)
Immediately at the end of the paren-
thetical sentence In example (ii) (beforo
the closing parenthesis) the following:
"As to cases In which a 'deductible in-
terest' may exist where a life interest Is
coupled with a power in the case of in-
terests passing by will from decedents
dying after December 31, 1947, and on or
before April 2, 1948, see paragraph (h)
of § 81.47a."

(C) By Inserting at the end thereof
the following:

(g) Double deductions disallowed in
certain eases where decedent died on or
before April 2, 1948. No Interest In
property shall be allowed as a deduction
under § 81.47a (h) to the extent It was
allowed as a deduction under any other
section of the Internal Revenue Code.

PAR. 5. Section 86.2 (b) (3), as pro-
posed to be amended by notice of pro-
posed rule making published August 5,
1953 (18 F R. 4602) Is further amended
by,adding at the end thereof the follow-
Ing:

Notwithstanding any other provision
of law or of this section, property sub-
ject to a power described In § 81.47a (h)
of this chapter, relating to estate tax
shall be considered as property with re-
spect to which the donor has a general
power of appointment created after Oc-
tober 21, 1942, exercisable by deed or
will, to the extent It was treated as an
interest passing to the donor as a sur-
viving spouse and not passing to any
other person for purposes of section
812 (e) under the rules prescribed in
§ 81.47a (h) of this chapter and sec-
tion 210 of the Technical Changes Acd
of 1953.

An interest In property will not be so
treated unless an election by the donor
as a surviving spouse was filed in the
manner prescribed in § 81.47a (h) of
this chapter. Upon the filing of such
an election, the periods of limitation pro-
vided in chapter 4 of the Internal Rev-
enue Code on the making of an assess-
ment and beginning of distraint or a
proceeding In court for collection shall,
with respect to any deficiency and in-
terest thereon resulting from such elec-
tion, include one year immediately fol-
lowing the date such election is filed, and
such assessment and collection may be
made notwithstanding any provision of
law or rule of law which would other-
wise prevent such assessment and collec-
tion.
j. n. Doc. 53-10737; Filed, De. 28, 1953;

8:45 a. in.]



Tuesday, December 29, 1953 FEDERAL REGISTER

NOTICES

DEPARTMENT OF THE TREASURY
Bureau of Customs

[472.733]

FoozwEAR Wnm FIBER UPPERS An
COLPOsmIcON SOLES

PROSPECTIVE TARIFF CLASSIFICATION
DECErBER 22, 1953.

It appears that footwear with raffia or
sisal uppers and rubber-like composition
soles, including so-called plastic and
neolite-type soles, is properly classifiable
under paragraph 1530 (e) Tariff Act
of 1930, as modified, as footwear with
uppers composed wholly or in chief value
of vegetable fiber other than cotton with
soles composed wholly or in chief value
of india rubber or substitutes for rubber
at the rate of 35 percent ad valorem on
the Amencan selling price. This is a
rate of duty higher than that heretofore
assessed under an established and urn-
form practice. -

Pursuant to § 16.10a (d) Customs Reg-
ulations (19 CFR 16.10a (d)) notice is
hereby given that the existing practice
of classifying such merchandise under
paragraph 1530 (e) as footwear with
soles wholly or in chief value of materials
other than india rubber, leather, or sub-
stitutes for rubber is under review in the
Bureau.

Consideration will be given to any
relevant data, views, or arguments per-
taming to the correct tariff classification
of such footwear which are submitted
in writing to the Bureau of Customs,
Wasington -25, -D. C. To assure con-
sideration, such communications must
be received in the Bureau not later than
30 days from the date of this publication.
No hearings will be held.

[SEAL] C. A. EmERION,
Acting Commissoner of Customs.

IF. R. Doc. 53-10756; Fied, Dec. 28, 1953;
8:48 a. i.]

Fiscal Service, Bureau of Accounts

[Dept. Circ. 570, Rev. Apr. 20, 1943, 1953,
94th Supp.]

PLANET INSURANCE CO.

SURETY COLIPANY ACCEPTABLE ON FEDERAL
BONDS

DECEiartE 22, 1953.
A Certificate of Authority has been is-

sued by the Secretary of the Treasury
to the following company under the Act
of Congress approved July 30, 1947, 6
U. S. C. sees. 6-13, as an acceptable surety
on Federal bonds. An underwriting lim-
itation of $247,000.00 has been estab-
lished for the company. Further details
as to the extent and localities with re-
spect to which the company is accept-
able as surety on Federal bonds will
appear in the next issue of Treasury De-
partment Form 356, copies of which,
when issued, may be obtained from the
Treasury Department, Bureau of Ac-
counts, Surety Bonds Branch, Washing-
ton 25, D. C.

Name of company, location of principal
executive oillce. and State In which incor-
porated: Lichigan; Planet Insurance Com-
pany.

[SEAL] A. N. Ovzinu,
Acting Secretary of the Treasury.

[P. R. Doc. 53-10757; Filed, Dec. 28, 1953;
8:48 a. m]

DEPARTMENT OF THE INTERIOR
Bureau of Land Management

ALSKA

NOTICE OF FILING OF PLT OF SURVEY

EDITORIAL NOTE: A telegram was re-
ceived by the Federal Register Division
on December 21, 1953, from the Acting
Manager, Fairbanks Land Office, stating
that in Federal Register Document
53-10476, published on page 8462 of the
issue for Thursday, December 17, 1953
the third paragraph should read:

Of the land described Section 18 and
19 and Lots 3, 4, 5, and 6 and the SW1A
of Section 20 are withdrawn'by Public
Land Order No. 386 of July 31, 1947,
"for classification and survey" (Tok
Junction Reserve.)

DEPARTMENT OF AGRICULTURE
Production and Marketing Adminis-

tration, Commodity Credit Corpora-
tion

GRAI S AND RELATED CoMMoDITmS

NOTICE OF FINAL DATE OF REDELIPIZON UNDER
WAREHousE-STORAGE LOANS MADE nIDra
1953 PRICE SUPPORT PROGRAMS

Unless earlier demand is made by CCC,
warehouse-storage loans under 1953 Price
Support Programs on the agricultural
commodities designated in the table be-
low mature and are due and payable on
the dates indicated. Unless such loans
are repaid on or before the final date for
repayment specified below, or the pro-
ducer notifies in writing either the PMA
county committee or the P'LA commodity
office serving the area that the funds
have been placed In the mall, CCC will
purchase the commodities pursuant to
the provisions of the note and loan agree-
ment at the higher of (1) the loan value
plus Interest and charges or (2) the mar-
ket value as determined by the appro-
priate PMA commodity office as of the
close of the market on the final date for
repayment. In the event such market
value is in excess of the loan value plus
interest and charges, the excess amount
will be paid to the producer by the ap-
propriate PMA commodity office.

Notwithstanding the foregoing provi-
sions, if there is fraud or false represen-
tation by the producer in connection with
the loan the purchase price applicable
to such purchase by CCC shall be the
market value only.

Comirily dMt I rcpayxrnt

"Wht covrreror1. yTan. .IC,,: rb 1,1oiO4

Dry eIHb'. bn In
2fl~an =4' Nca.-York Feb. V,V :, Mar. I,IC-,4

W0 at.. Apr. 31,1C:.4 Ar. Z.) ,Z4

Oa ts..-_ _. D3.
... .... .. Do.

D01V diL~s a cept

--------- -- d,3-- Do.
AMry 31ICiW. T=,2 LiXZ

Ca Jly 31,1KZ4 Aly 31,11.:4

The PIMA commodity offices and the
areas served by them are shown below-

Clcago 5, IM.. 623 South Wabash Avenue;
Connecticut. Dalaware. Illnois, Ind~an.
Io=a. Kentucl:y, Alamo. 11aryland. Lrzza-
chuzatts, rMchican. New Hampohire. 17aw
Je=oy, ITe Yorr, Ohio, Pannynlvia, Paden
Icland, Vermont. Vhrgini West Virina.

Dallas 20. Te. 339S Lain Strect New
Mexico. Olahoma. Teaz-.

Kan m City 6. Mchzourl Fidelity Buildln3,
911 Walnut Street; Colorado, Manas, zl-
cour. Nebrasza. Wyomilng.

MInneapolLs 8, M1nnesota, 10G West Teke
Stret; MPinnescota, 213ntana. North D:T

'ata,
South Dbota, . iLconsin.

New Orleans 10. Louliian. Wirth Building,
120 Mir Street Alabama, Arkansas, Flor-
Ida. Gcorgia. Loulsiana. MLzz-zIppi. North
Carolina. South Carolina. TenneZee.

Portland 5, Oreon. 515 Southwest Tenth
Avenue; Arizona. Calfornla, Idaho, Nevada.
Oregon, Utah, Washln-ton.

(Sec. 4. 62 Stat. 1070 as amended; 15 p.. 5. C.
Sup. 714b. Interpret or apply cec. 5, C2 Stat.
1072. tcec. 101. 201. 401, 63 Stat. 1031; 15
U. S. C. Sup. '14c, 7 U. S. C. Sup. 1441. 14A7.
1421)

Done at Washington, D. C., this 23d
day of Dcember 1953.

ESEAL] HowARD H. GonoMN,
Pre.-Ident,

Commodity Credit Corporation.

[P. B. Dec. 53-10779; Filed. Dc. 23, 19:3;
8:43 a. n.]

CIL AERONAUTICS BOARD
[Duchet Zan. 533, C051

ThAzs-Pacmc AmIRLrS, La.., AW-II-A

Amxrccz s, LTD., M L Rrns
NOTICE 01.2 ME1IlitilliG CO.MRRIRCn,

The consolidated mail rate prozeed-
lug, involving Docket Nos. 5895 and 6205,
Is hereby asaigned for-a prehearing con-
ference on January 14, 1954, at 10:00
a. mn., e. s. t., In Room 5132, Commerce
Building, Constitution Avenue, between
Fourteenth and Fifteenth Streets NW.,
Washington, D. C., before Examiner Her-
bert . Bryan

This notice cancels the previous notice
azigning a prehearinz conference In
Docket No. 6305 for January 7, 1954.

Ss11



NOTICES

Dated at Washington, D. C., tis 23d
day of December 1953.

[SEAL] FANCIS W. BROWN,
Chief Examiner

[. R. Doe. 53-10781; lled, Dec. 28, 1953;
8:50 a. m.]

FEDERAL POWER COMMISSION
[Docket No. G-2260]

COLORADO INTERSTATE GAS Co.

ORDER GRANTING REHEARING AND FINTG DATE
OF $RAL ARGUMENT

On November 20, 1953, Colorado Inter-
state Gas Company (Colorado) filed an
application for rehearing, pursuant to
section 19 (a) of the Natural Gas.Act
(act) of the order of the Commission
issued October 26, 1953, suspending, pur-
suant to section 4 of the act, certain
proposed contracts with Public Serv-
ice Company of Colorado and with
the City of Colorado Springs, Colorado.

The order issued October 26, 1953,
states that the filing appears to effect
changes in the rates, classification, prac-
tices, terms and conditions of the serv-
ice rendered by Colorado under its FPC
Gas Tariff, Original Volume No. 1, and
that the changes proposed by Colorado
have not been shown to be lawful.

In its application for rehearing, Colo-
rado alleges that the Commission has no
authority to suspend the filing on the
grounds that the contracts do not involve
sales for resale and therefore are beyond
the jurisdiction of the Commission; and
that even if sales for resale are involved
under such contracts they are sales for
resale for industrial use only, and not
subject to suspension pursuant to the
provisions of section 4 (e) of the act.

In addition, Colorado requested a stay
of the Commission's order issued October
26, 1953.

The Commission finds:
(1) It is necessary and appropriate to

carry out the provisions of the Natural
Gas Act to grant rehearing for the'pur-
pose of hearing oral argument as here-
inafter ordered.

(2) The motion for stay of the order
Issued October 26, 1953 should be denied.

The Commission orders:
(A) The application filed 'on Novem-

ber 20, 1953, for rehearing of the order
issued October 26, 1953, be and the same
is hereby granted for the purpose of
hearing oral argument on said applica-
tion for rehearing.

(B) Oral argument be held iefore the
Commission, commencing on January 12,
1954, at 10:00 a. in., e. s. t., in the Hear-
ing Room of the Federal Power Commis-
sion, 441 G Street NW., Washington,
D. C., concerning the matters and issues
raised by the application for rehearing.

(C) Inasmuch as the proceeding at
Docket No. G-2260, which includes the
instant filing, has been set for January
12, 1954, the remainder of the proceed-
ing at Docket No. G-2260 shall commence
at the conclusion of the oral argument
or as otherwise ordered by the Presiding
Examiner.

(D) Parties who Intend to participate
in the oral argument shall inform the
Secretary on or before December 31, 1953,

of the time requested for presentation
of their argument.

(E) The motion for stay of the order
issued October 26, 1953, be and the same
is hereby denied.

(F) Interested State commissions may
participate as provided by §§ 1.8 and 1.37
(f) (18 CFR 1.8 and 1.37 (f)) of the
Commission's rules of practice and pro-
cedure.

Adopted: December 16, 1953.
Issued: December 22, 1953.
By the. Commission.
[SEAL] LEON M. FUQuAY,

Secretary.
[F. R. Doec. 53-10740; Filed, Dec. 28, 1953;

8:46 a. m.]

[Docket Nos. G-2306, G-2311, G-2327, G-2328]

AMERICAN LOUISIANA PIPE LINE CO. ET AL.
NOTICE OF APPLICATIONS

DECEMBER 22, 1953.
In the matters of American Louisiana

Pipe Line Company, Docket No. G-2306;
Texas Gas Transmission Corporation,
Docket No. G-2311, Michigan Wisconsin
Pipe Line Company, Docket No. G-2327;
Michigan Consolidated Gas- Company,
Docket No. G-2328.

Take notice that there have been filed
with the Federal Power Commission by
the persons and on the dates hereinafter
designated several interdependent ap-
plications each for a certificate of public
convenience and necessity pursuant to
section 7 of the Natural Gas Act author-
izing the individual applicant to con-
struct and operate certain natural gas
facilities hereinafter described, all as
more fully described in the respective
interdependent applications.

American Louisiana Pipe Line Com-
pany (American Louisiana) a Delaware
corporation having its principal place of
business in Detroit, Michigan, by its
interdependent application filed in Dock-
et No. G-2306 on November 10, 1953,
requests a certificate of public conven-
ience and necessity authorizing the con-
struction and operation of a 30-mch and
22-mch transmission pipeline system
approximately 1,121 miles in length,
three compressor stations of 10,000 horse-
power each, and other appurtenant
equipment and facilities. The 30-mch
portion of the pipeline will extend from
North Tepetate, Acadia Parish, Louisiana
to a point of connection with the facilities
of Michigan Consolidated Gas Company
near Detroit, Michigan. The 22-mch
portion of the pipeline will extend from a
point on American Louisiana's proposed
30-inch pipeline near Payne, Ohio, to a
point of connection with the facilities of
Michigan Wisconsin Pipe Line Com-
pany near Bridgman, Michigan. Near
Slaughters, Kentucky, American Louisi-
ana's proposed line will be connected
with the pipeline of Texas Gas Trans-
mission Corporation, from which Ameri-
can Louisiana proposes to purchase an
average of 51,00) Mcf of natural gas per
day. American Louisiana proposes, also,
to construct two 24-inch pipelines ex-
tending from Krotz Springs, St. Landry

Parish, Louisiana, and Lowry, Cameron
Parish, Louisiana, to a junction point at
North Tepetate, Acadia Parish, Louisi-
ana, approximately 47.1 miles and 34,8
miles respectively.

The proposed pipeline system will have
an initial capacity of approximately
300,000 Mcf per day, and American
Louisiana proposes to purchase an aver-
age daily volume of 255,700 Mof from
various fields in southern Louisiana, and
an average daily volume of 51,000 Mof
from Texas Gas Transmission Corpora-
tion. American Louisiana proposes to
make available the natural gas to all the
markets served by the American Natural
Gas Company system, of which system
American Louisiana Is a subsidiary.

The estimated cost of construction of
the facilities proposed In Docket No.
G-2306 is $13D,000,000 and American
Louisiana proposes to finance the con-
struction thereof by issuing $97,500,000
principal amount of 42 percent First
Mortgage Bonds, $12,000,000 principal
amount of Interim Notes convertible to
Preferred Stock at the option of Ameri-
can Louisiana with Interest or dividend
rate of 51/2 percent, and $20,500,000 of
Common Stock of $100 par value per
share.

Simultaneously with the filing of
American Louisiana's application, Texas
Gas Transmission Corporation (Texas
Gas) a Delaware corporation having its
principal place of business In Owensboro,
Kentucky, on November 10, 1953, filed in
Docket No. G-2311 its Interdependent
application (necessary and proper to th0
completion of American Louisiana's ap-
plication) for a certificate of public con-
venience and fiecessity authorizing the
construction and operation of: Approxi-
mately 48.20 miles of 26-inch pipeline,
in segments of various mileage, to loop
presently unlooped portions of Texas Gas
present pipeline system between Its Lake
Cormorant (6) compressor station In
Mississippi, and Its Slaughters (10) com-
pressor station In Kentucky; one addi-
tional 1,500 compressor engine to be
installed at Covington (No. 7) compres-

- sor station In Kentucky* and a sales me-
ter station near Slaughters, Kentucky,
for the proposed sale of natural gas to
American Louisiana.

The estimated cost of construction of
the facilities proposed In Docket No,
G-2311 Is $4,281,135, and Texas Gas pro-
poses to finance the construction thereof
from cash on hand and through a term
bank loan.

"Michigan Wisconsin Pipe Line Com-
pany (Michigan Wisconsin), a Delaware
corporation having Its principal place of
business in Detroit, Michigan, on De.
cember 9, 1953, filed in Docket No. G-2327
its interdependent application (necessary
and proper to the completion of the
applications filed in Docket Nos. G-2300
and G-2311) for a certificate of public
convenience and necessity authorizing
the construction and operation of. Ap-
proximately 251.9 miles of 24-inch, 18-
inch, 12-inch, 6-inch, and 4-inch pipeline
loops, and 3,400 additional horsepower
at existing compressor, stations, princi-
pally in Illinois.

Michigan Wisconsin proposes to pur-
chase approximately 100,000 Mof of
natural gas per day from American
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Louisiana to meet the present and future
requirements of the markets which it
serves.

The estimated cost of construction of
the facilities proposed in Docket No.
G-2327 is $11,435,000, and Michigan Wis-
consin proposes to finance the construc-
tion thereof by issuing $6,500,000 princi-
pal amount of 4 percent First Mortgage
Bonds and from cash on hand.

Michigan Consolidated Gas Company
(Michigan Consolidated) a Michigan
corporation having its principal place of
business in Detroit, Michigan, on De-
cember 9, 1953, filed in Docket No. G-2328
its interdependent application (the re-
mainig interdependent application nec-
essary and proper to the completion of
the applications filed in Docket Nos.
G-2306, G-2311 and G-2327) for a cer-
tificate of public convenience and neces-
sity authoriting the construction and
operation of: Facilities and appurte-
nances necessary in conjunction with
the operation of the Six Lakes Field,
located in Mecosta and Montcalm Coun-
ties in Michigan, as a storage field in-
cluding a proposed compressor station
in the field with approximately 32,000
horsepower; a station to receive approxi-
mately 200,000 Mcf of natural gas per
day at the point of connection between
its facilities and the proposed facilities
of American Louisiana near Detroit,
Michigan; and approximately 25.5 miles
of 12-inch pipeline from a point of con-
nection with the facilities of Michigan
Wisconsin near Sparta, Michigan, to City
of Muskegon, Michigan.

Michigan Consolidated estimates that
the Six Lakes Field, when fully dievel-
oped, will have a total storage capacity
of approximately 66,000,000 Mcf and a
working storage capacity of approxi-
mately 53,000,000 Mcf.

The estimated cost of the facilities
proposed in Docket No. G-2328, is $12,-
745,900, and Michigan Consolidated pro-
poses to finance the construction thereof
from general'annual construction budg-
ets over a four-year period.

Protests or petitions to intervene in
any of the above desigiated matters may
be filed with the Federal Power Commis-
sion, Washington 25, D. C., in accordance
with the rules of practice and procedure
(18 CFR 1.8 or 1.10) on or before the 11th
day of January 1954.

The foregoing applications are on file
with the Commission andopen to public
inspection.

[SEAL] J. H. GUTRIDE,
Acting Secretary.

[F. R. Doc. 53-10738; PlFed, Dec. 28, 1953;
8:46 a. .]

[Project No. 2145]

PUBLIC UTILITY DISTRICT NO. 1 OF CHELAN
COUNTY, WASHINGTON

NOTICE OF APPLICATION FOR PRELIMIIARy
PERL1IT

DECEIBER 22, 1953.
Public notice is hereby given that Pub-

lic Utility District No. 1 of Chelan
County, Washington, having its office

FEDERAL REGISTER

and principal place of business at We-
natchee, Washington, has filed applica-
tion under the 'Federal Power Act (16
U. S. C. 791a-825r) for preliminary per-
mit for proposed water-power Project
No. 2145 to be located on Columbia River
in Chelan and Douglas Counties, Wash-
ington, and consisting of a concrete grav-
ity dam having a spillway section 1.192
feet long. an intake and powerhouse sec-
tion integrial with the dam 1,390 feet long
and an earth-fill section creating a res-
ervoir with pool at normal elevation 699
extending 41 miles upstream; a fish lad-
der on each bank of the stream and
provision for future navigation locks; a
powerhouse with an initial .installation
of nine units, each turbine rated at
106,000 horsepower and direct-connected
to a generator rated at 65.000 kilowatts
at 83 feet gross head and provisions for
an ultimate installation of 14 units: a
switchyard; and appurtenant facilities.
The preliminary permit, if Issued, shall
be for the sole purpose of maintaining
priority of application for a license un-
der the terms of the Federal Power Act
for the proposed project

Protests or petitions to intervene may
be filed with the Federal Power Com-
mission. Washington 25, D. C.. In ac-
cordance with the rules of practice and
procedure of the Commission (18 CFR
1.8 or 1.10) on or before the 28th day of
January 1954. The application is on file
with the Commission for public
inspection.

[sEAL] J. H. GumnX,.
Acting Secretary.

[F. 1. Doe. 53-10739; Frled, Dec. 28, 1953;
8:46 a. n.]

HOUSING AND HOME
FINANCE AGENCY

DELEGATION OF AUTHORITY WITH RESPECT
TO PERFORLANCE OF CERTAIN FUNCTIONS
IN CONNECTION IT APPROVED DEF ISE
COMIUNITY FACILITIES PROJECTS

1. The Commissioner, Community Fa-
cilities and Special Operations (herein-
after called "Commissioner") is hereby
authorized-to take the following actions,
on behalf of the Housing and Home Fi-
nance Administrator (hereinafter called
"Administrator") in connection with
defense community facilities projects to
be financed in whole or in part by the
Housing and Home Finance Agency un-
der the authority of Public Law 139, 82d
Congress (Defense Housing and Commu-
nity Facilities and Services Act of 1951,
approved September 1, 1951, 42 U. S. C.,
1946 ed. Sup. V 1591-1592o) as amended,
or as it may be amended (hereinafter
called the "Act")

a. Waive compliance with special con-
ditions in any contracts (including
amendatory, supplementary and super-
seding contracts) with public and non-
profit agencies, entered into under the
authority of the Act for the financing of
defense community facilities projects,
where it is determined that the Govern-
ment's interests will not thereby be Jeop-
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ardized, and authorize payments under
any sUch contracts;

b. Decrease the amount of any grant
allotment, provided, however, that no
major change in Project scope is in-
volved;

c. Approve changes In project financ-
ing involving increases in the amount
of financial participation by the appli- -

cant;
d. Take all other actions requisite or

needed in the administration of the pro-
gram authorized under the Act with
respect to the fnancing- of defense com-
munity faclltts projects, except the
approval of proposed projects, the alo-
cation of loan and grant funds therefor,
and any actions which would result in
an increase In the approved total project
cost or In allocated loan or grant funds
respectively, or In a major change m
project scope; and

e. Redelegate any of the authority
herein delegated to such officers and em-
-ployees of the Office of the Administrator
as he may select.

2. This delegation of authority is not
intended to revoke, repeal or supersede
In any way the delegation, effective May
1, 1952, to Regional Representatives, of
authority to take various actions in con-
nection with defense community facili-
ties projects, which was published at 17
F. R. 4469 (May 15, 1952)
(Reorg. Plan No. 3 of 1947. 61 Stat. 954; 65
Stat. 293, 305 (1951), as amended, 42 U. S. C,
1946 Cd. Sup. V 1591-1592o; . 0. No. 10296.
16 P. R. 10103-6 (October 4. 1951); 62 Stat.
1268, 1283-83 (1948). as amended. 12 U. S. C,
1946 ed. Sup. V 1701c; 63 Stat. 413, 440
(1949). 12 U. S. C, 1946 ed. Sup. V 1701d-l).

Effective this 29th day of December
1953.

ALRnT M. CoL,
Housing and Home

Finance Administrator.

REGIONAL REPRESEN-TATIVES, REGION 31
(ATLANTA) REGo., III (CmmCAO), AND
REGION V (SAN FRANCISCO)

DELEGATION OF A=TORT TO PEF.FOELI
FU:CTIONS IN CONNECTION WITH DZ-
FENSE HOUSING AUTHORED UNTDZR HFA
REGULATION CR 2

1. The Regional Representative of
Region II (Atlanta) Region II (Chi-
cago) and Region V (San Francisco)
Office of the Administrator, Housing and
Home Finance Agency, each is hereby
authorized In his respective region to
take any action which it is necessary or
appropriate for the Housing and Home
Finance Administrator to take in the
administration of HHPARegulation CR1
2, as amended February 27, 1952 (17
P. R. 1721), or as hereinafter amended,
with respect to releasing applicants or
their successors from their obligations
under CR 2:

(a) to hold for rent structures con-
taining one-family or two-family dwell-
ing units, and

(b) to exclusively offer dwelling units
to eligible defense workers.

CoT InSSONEn, CormrTr FAcGIrEs I. R. Doc. 53-10753: Filed, Dec. 23, 1953;
AN SPECIAL OPERATIONS 8:47 a. n.]
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2. The Regional,-Representative of
such Region It, Region II-, and Region
V each is hereby further authorized to
Tedelegate the authority delegated un-
der the foregoing section numbered 1
to one or more officers or employees un-
der his administrative 3urisdiction.

3. This delegation supersedes the dele-
gation of authority effective August 14;
1952 (17 F R. 7401) to Special Repre-
sentatives McClellan Ratchford, John
McCollum, and LIndley R. Durkee ornus
designee, with respect to the adminis-
tration of HIFA Regulation CR 2, which
delegation is hereby revoked.
(62 Stat. 1283 (1948), as amended by 64

/Stat. 80 (1950), 12 U. S. C., 1946 ed; Sup V
1701 c; 64 Stat. 812-822 (1950), 50 U. S. 0.
App., 1946 ed. Sup V 2131; 65 Stat. 392 (1951),
42 U. S. C. Sup V 1591; sees. 501, 502 and 902
E. 0. 10161, Sept. 9, 1950, 15 F. R. 6106; para-
graph 3, E. 0. 10296, Oct. 2, 1951, 16 F. R.
10103; HHFA CF. 1, March 6, 1951. 16 F. R.
2231)

Effective as of the 29th day of De,
cember 1953.

ALBERT M. COLE,
Housing an Home

Finance Administrator
iF. R.. Doc. 53-10754; Filed, Dec. 28, 1953;

8:47 a. m.]

INTERSTATE COMMERCE
COMMISSION

[4th See. Application 28771]

CAST IRON PIPE FROM LONE STAR, TEXAS
TO POINTS IN TEXAS

APPLICATION FOR RELIEF

DECEMBER 23, 1953.
The Commission is in receipt of the

above-entitled and numbered applica-
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by" -Lee Douglass, Agent, for the
Kansas City Southern Railway Com-
pany Louisiana & Arkansas Railway
Company, and Texas & Northern Rail-
way Company.

Commodities involved: Cast iron pipe
and fittings, carloads.

From: Lone Star, Texas.
To: Specified points in Texas.
Grounds for relief: Competition with

rail carriers, circuitous routes, qnd to
meet intrastate rates.

Schedules field dontaining proposed
rates: Lee Douglass, Agent, L C. C. No.
807, supp. 34.

Any interested person desirmg the
Commission to hold a hearing upon such
application shall request the Commis-
sion in writing so to do -within 15 days
from the date of this notice. As pro-
vided by the general rules of practice of
the Commission, Rule 73, persons other
than applicants should fairly disclose
their interest, and the position they in-
tend to take at-the hearing with respect
to the application. Otherwise the Com-
mission, in its discretion, may proceed to
investigate and determine the matterp
involved in such application without fur-
ther or formal hearing. If because of
an emergency a grant of temporary re-
lief is found to be necessary before the
expiration of the 15-day period, a hear-

.-ng, upon a request filed within that
period, may be held subsequently.

By the Comission.
ESEAL] GEORGE W LAIRD,

Secretary.
.iF. 1. Doc. 53-10746; Filed, Dec. 28, 1953;

8:46' a. m.1

[4th Sec. Application 28772]

WOODPULP FROMI KRANNERT, GA., TO
OFFICIAL TERRITORY

APPLICATION FOR RELIEF

DEcEMBER 23, 1953.
The Commission is in receipt of the

above-entitled and .numbered applica-
tion for relief from the long-and-short-
.haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by. 1. E. Boyle, Jr., Agent, for
carriers parties to schedule listed below.

Commodities involved: Woodpulp, in
carloads.

From: Krannert, Ga.
To: Points in official and Illinois Terri-

tories.
Grounds for relief: Rail competition,

circuity to apply rates constructed on
-the basis of the short line distance for-
mula, and additional origin.

Schedules filed containing proposed
rates: C. A. Spaninger, Agent, I. C. C.
No. 1260, supp. 52.

Any interested -person desiring the
Commission th hold a hearing upon such
application shall request the Commis-
sion in writing so to do within 15 days
from the date of 'this notice. As pro-
-vided bythe general rules of practice of
the Commission, Rule 73, persons other

;than applicants should fairly disclose
their interest, and the position they in-
tend to take at the hearing with respect
to the application, Otherwise the Com-
mission, in its discretion, may proceed to
investigate and determine the matters
involved in such application without
further or formal hearing. If because
of an emergency a grant of temporary
relief is found to be necessary before the
expiration of the 15-day period, a hear-
ing, upon a request filed within that
period, may be held subsequently.

By the Commission.
[SEAL] GEORGE W LAIRD,

Secretary.
iF. R. Doc. 53-10147; Filed, Dec. 28, 1953;

8:46 a. n.]

[4th Sec. Application 28775]

'WHOLE CORN AND RELATED ARTICLES FROM
IOWA AND MINNESOTA TO POINTS IN
WESTERN TRUNK-LINE TERRITORY

APPLICATION FOR RELIEF

DEcE=ER 23, 1953.
The Commission is in receipt of the

nbove-entitled and numbered applica-
tion for relief from the long-and-short-
'haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by- W J.Prueter, Agent, for car-
Tiers parties to schedule listed below.

Commodities involved: Whole corn
and articles taking same rates, car-
loads.

From: Points in Iowa and Minnesota,
To: Points In western trunk-line ter-

ritory.
Grounds for relief: Rail competition,

.circuity.
Schedules filed containing proposed

.rates: W J. Prueter, Agent, I. C. C, No.
,A-3306, supp. 94.

Any interested person desiring the
Commission to hold a hearing upon such
-application shall request the Commission
in writing so to do within 15 days from
the date of this notice. As provided by
-the general rules of practice of the Com-
mission, Rule 73, persons other than
.applicants should fairly disclose their
Interest, and the position they intend
to take at the hearing, with respect to
the application. Otherwise the Com-
ission, in Its discretion, may proceed

to investigate and determine the matters
involved in such application without
further or formal hearing. If because
of an emergency a grant of temporary
relief is found to be necessary before the
expiration of the 15-day period, a hear-
ing, upon a request filed within that
period, may be held subsequently.

By the Commission.

[SEAL] GEORGE W LAIRD,
Secretary.

IF. 1. Doc. 53-10760; Filed, Dco, 28, 1963;
8:47 a. in.]

OFFICE OF DEFENSE
MOBILIZATION

[ODM (DPA) Ilequest No. 1-DPAV-2 (d)1
PLAN AND REGULATIONS or THE ARMY ORD-

NANCE INTEGRATION COMLMITTEID ON
OPTICAL FIRE CONTROL

NOTICE OF WITHDRAWAL OF REQUEST TO
PARTICIPATE

The Army Ordnance Integration Com-
-mittee on Optical Fire Control formed
pursuant to section 708 of the Defeise
Production Act of 1950, as amended, has
been dissolved and accordingly the re-
quest published in 16 F. R. 1905 on March
3, 1951, to participate In the formation
and activities of that Committee In ac-
cordance with the Voluntary Plan en-
titled "Plan and Regulations of Ord-
nance Corps Governing Optical Fire
Control Integratior Committee" trans-
-mitted and accepted by those companies
listed In the FEDERAL REGISTER (16 F R.
1965, 16 F. R. 3315, 16 F R. 6800, 17 F I.
8754) has been withdrawn.

'The immunity from prosecution under
the Federal antitrust laws and the Fed-
eral Trade Commission Act heretofore
granted to those companies has been
likewise withdrawn, except as to those
acts performed or omitted by reason of
the request which occurred prior to that
withdrawal.
(See. 708, 67 Stat. 129, Pub. Law 95, 83d
Conk., M. 0. 10480, August 14, 1953, 10 F. I.
4939)

Mlated: December 23, 1953.
ARTHUR S. L.,lMMIN0,

Director
IF. R. Doc. 53-10820; Filed, Dec. 24, 1053;

12:31 p. in.]


